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nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the 1999 Bonds.
Individual purchases of interests in the 1999 Bonds may be made in book-entry form only, in denominations of $5,000 or any integral
multiple thereof. Purchasers will not receive certificates representing their interest in the 1999 Bonds purchased. Principal, premium, if
any, and interest on the 1999 Bonds will be paid directly to DTC by BNY Western Trust Company, San Francisco, California, as trustee
(the “Trustee™). Principal of the 1999 Bonds is payable on the dates set forth on the inside cover page hereof. Interest on the 1999
Bonds is payable on February 1 and August 1 of each year, commencing February 1, 2000 (the “Interest Payment Dates”). Upon its
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PAYMENT OF PRINCIPAL OF AND INTEREST ON THE 1999B BONDS FROM SUBORDINATED TAX REVENUES IS
SUBORDINATE TO PAYMENT OF PRINCIPAL OF AND INTEREST ON THE 1999A BONDS (AND ANY OTHER SENIOR
BONDS) FROM TAX REVENUES AND TO PAYMENT OF AMOUNTS PAYABLE BY THE AGENCY UNDER THE SCHOOL
DISTRICT TAX SHARING AGREEMENT DESCRIBED HEREIN.
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[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



Dated: November 17, 1999
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MATURITY SCHEDUL E FOR SERIES 1999A BONDS

2 $11,345,000 Serial Bonds
Maturity Date  Principal Interest Maturity Date Principal Interest
(August 1) Amount Rate AYield (August 1) Amount Rate
2000 $260,000 4.375% 3.600% 2010 $600,000 4.800%
2001 405,000 4.375 3.900 2011 625,000 5.000
2002 420,000 4.375 4.000 2012 655,000 5.100
2003 440,000 4.375 4.150 2013 690,000 5.200
2004 460,000 4.375 4.250 2014 725,000 5.300
2005 480,000 4.375 4.350 2015 760,000 5.400
2006 495,000 4.400 4.450 2016 805,000 5.500
2007 520,000 4.500 4.550 2017 850,000 5.600
2008 540,000 4.600 4.650 2018 510,000 5.600
2009 570,000 4.750 4.750 2019 535,000 5.600
$3,170,000 5.65% Term Bondsdue August 1, 2024 - Yield 5.80%
$975,000 5.70% Term Bondsdue August 1, 2029 - Yield 5.85%
MATURITY SCHEDULE FOR SERIES 1999B BONDS
A $4,070,000 Serial Bonds
Maturity Date  Principal Interest Maturity Date Principal Interest
(August 1) Amount Rate AYied (August 1) Amount Rate

2000 $105000  3.600% 3.600% 2011 $225,000 5.000%
2003 155000 4130 4.150 2012 235,000 5.100
2004 165000  4.200 4.250 2013 245,000 5.200
2005 170000  4.300 4.350 2014 260,000 5.300
2006 180,000  4.400 4.450 2015 275,000 5.400
2007 185000  4.500 4.550 2016 290,000 5.500
2008 195000  4.600 4.650 2017 305,000 5.500
2009 205000  4.700 4.750 2018 320,000 5.600
2010 215000  4.800 4.850 2019 340,000 5.600
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No dealer, broker, salesperson or other person has been authorized by the Belmont
Redevelopment Agency or the City of Belmont to give any information or to make any
representations other than those contained herein and, if given or made, such other information or
representations must not be relied upon as having been authorized by any of the foregoing. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy any 1999
Bonds by any person in any jurisdiction in which such offer of solicitation is not authorized or in
which the person making such offer or solicitation is not qualified to do so or to any person to whom
it is unlawful for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the 1999
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters
of opinion, whether or not expressly so described herein, are intended solely as such and are not to be
construed as a representation of fact.

The information set forth herein has been obtained from the City, the Agency and other
sources which are believed to be reliable, but it is not guaranteed as to its accuracy or completeness
and is not to be construed as a representation by the Agency. The information and expressions of
opinions herein are subject to change without notice, and neither delivery of this Official Statement
nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the Agency or the City since the date hereof. All summaries of the
resolutions, indentures of trust, laws and statutes or other documents are made subject to the
provisions of such documents, respectively, and do not purport to be complete statements of any or
all of such provisions.

This Official Statement is submitted in connection with the sale of the 1999 Bonds referred to
herein and may not be reproduced or used, in whole or in part, for any other purpose.

The 1999 Bonds have not been registered under the Securities Act of 1933, as amended, nor
have the Indentures been qualified under the Trust Indenture Act of 1939, as amended, in reliance
upon an exception from the registration requirements contained in such acts. The 1999 Bonds have
not been registered or qualified under the securities laws of any state.

IN CONNECTION WITH THE OFFERING OF THE 1999 BONDS, THE ORIGINAL
PURCHASER MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE SECURITIES OFFERED HEREBY AT A
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

THE ORIGINAL PURCHASER MAY OFFER AND SELL 1999 BONDS TO
CERTAIN DEALERS AND OTHERS AT A PRICE LOWER THAN THE OFFERING
PRICE. THE OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE
ORIGINAL PURCHASER.
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OFFICIAL STATEMENT

A $15,490,000 $8,725,000
Belmont Redevelopment Agency Belmont Redevelopment Agency
L os Costanos Community Development Project Area L os Costanos Community Development Project Area
Senior Tax Allocation Refunding Bonds Subordinated Tax Allocation Bonds
Series 1999A Series 1999B

INTRODUCTION

This Introduction is subject in all respects to the more complete information contained
elsewhere in this Official Statement and the offering of the 1999 Bonds to potential investors is made
only by means of the entire Official Statement. Potential investors are encouraged to read the entire
Official Statement. Capitalized terms used and not defined in this Introduction shall have the
meanings assigned to them elsewhere in this Official Statement, including Appendix A hereto.

General

This Officia Statement, including the cover page and appendices hereto, is provided to
furnish information in connection with the sale by the Belmont Redevelopment Agency (the
“Agency”) of 2 $15,490,000 principal amount of its Los Costanos Community Development Project
Area Senior Tax Allocation Refunding Bonds, Series 1999A (the “1999A Bonds”) and 2 $8,725,000
principa amount of its Los Costanos Community Development Project Area Subordinated Tax
Allocation Bonds, Series 1999B (the “1999B Bonds” and, collectively with the 1999A Bonds, the
“1999 Bonds”). The 1999A Bonds, together with (i) any 1992 Bonds and 1994 Bonds (as defined
below) that are not defeased upon the issuance of the 1999A Bonds and (ii) any Additional Senior
Bonds hereafter issued under the Senior Indenture described herein, are referred to herein as the
“Senior Bonds.” The 1999B Bonds, together with any Additional Subordinated Bonds hereafter
issued under the Subordinated Indenture described herein, are referred to herein as the “Subordinated
Bonds.”

The 1999 Bonds are being issued pursuant to the Constitution and the laws of the State of
California (the “State”), including the California Community Redevelopment Law (codified in Part 1
of Division 24 of the California Health and Safety Code) (the “Redevelopment Law”), and a
resolution of the Agency adopted on October 26, 1999. The 1999A Bonds are being issued pursuant
to 2 separate Indentures of Trust, each dated as of December 1, 1999 (each an “Indenture” and
collectively the “Indentures”), by and between the Agency and BNY Western Trust Company, as
trustee (the “Trustee”). The2 Lndenturefor the 1999A Bondsisreferred to herein asthe “Senior
Indenture” and the Indenture for the 1999B Bonds isreferred to herein as the “Subordinated
|ndenture.”

Proceeds of the 1999A Bonds will be used (i) to refinance certain outstanding indebtedness
of the Agency, (ii) to fund a debt service reserve fund for the Senior Bonds, and (iii) to pay costs
incurred in connection with the issuance, sale and delivery of the 1999A Bonds.

Proceeds of the 1999B Bonds will be used (i) to finance certain redevelopment activities of
the Agency with respect to the Los Costanos Community Development Project Area, (ii) to fund a
debt service reserve fund for the Subordinated Bonds, and (iii) to pay costs incurred in connection
with the issuance, sale and delivery of the 1999B Bonds.
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The City, the Agency, and the Redevelopment Plan

The City of Belmont (the “City”) encompasses approximately 4.3 square miles and is located
in the County of San Mateo (the “County”), approximately 25 miles south of San Francisco. The
City has a council-manager form of government, with the Council members elected at large for four-
year terms and the Mayor elected by the City Council. See “APPENDIX C - GENERAL
INFORMATION RELATING TO THE CITY OF BELMONT” for a more complete description of
the City and the surrounding region.

The Agency was established pursuant to the Redevelopment Law and commenced its
activities during fiscal year 1981-82. The five members of the City Council serve as the governing
body of the Agency, and exercise all rights, powers, duties and privileges of the Agency. On
November 24, 1981, the City Council adopted the Los Costanos Community Development Plan by
Ordinance No.692. On September 10, 1991, the City Council adopted a First Amended and
Restated Los Costanos Community Development Plan by Ordinance No. 849, which was amended
by Ordinance No. 887 adopted on November 8, 1994 (as amended, the “Redevelopment Plan”). The
Redevelopment Plan provides for redevelopment (the “Redevelopment Project”) within the Los
Costanos Community Development Project Area (the “Project Ared”), consisting of approximately
560 acres in the eastern portion of the City, extending in a general east-westerly direction from the
San Francisco Bay to the foot of the hills just beyond the EI Camino Real, and bounded to the north
and to the south by the City limits. The Project Area contains a mgjority of the City's commercial
and industrial areas, as well as severa residentia neighborhoods and the City's maor public
facilities.

The Agency’s audited financial statements for the fiscal year ended June 30, 1998 are
included in Appendix B and should be read in their entirety. The report of Maze & Associates (the
“Auditor”) is included with the Agency’s financial statements. The Auditor has not reviewed or
opined as to any part of this Official Statement. The Agency’s audited financia statements for the
year ended June 30, 1998 and prior years are on file for public inspection with the Secretary of the
Agency.

Tax Allocation Financing

The Redevelopment Law provides a means for financing redevelopment projects based upon
an allocation of tax revenues collected within aredevelopment project area. The taxable valuation of
a redevelopment project area last equalized prior to adoption of the redevelopment plan (the base
roll) is established and, except for any period during which the taxable valuation drops below the
base year level, the taxing agencies thereafter receive the taxes produced by the levy of the then
current tax rate upon the base roll. With limited exception, taxes collected upon any increase in
taxable valuation over the base roll are alocated to a redevel opment agency and may be pledged by a
redevelopment agency to the repayment of any indebtedness incurred in financing or refinancing a
redevelopment project. Redevelopment agencies themselves have no authority to levy property taxes
and must look specifically to the allocation of tax revenues described above.

Security for the 1999 Bonds

The Senior Bonds (including the 1999A Bonds) are special obligations of the Agency
payable solely from “Tax Revenues” and other funds and accounts pledged therefor pursuant to the
Senior Indenture. The Subordinated Bonds (including the 1999B Bonds) are specia obligations of
the Agency payable solely from “Subordinated Tax Revenues” and other funds and accounts pledged

2
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therefor pursuant to the Subordinated Indenture. Tax Revenues are defined in the Senior Indenture
generally as tax increment revenues received by the Agency, less certain housing set-aside
obligations. Subordinated Tax Revenues are defined in the Subordinated Indenture generally as tax
increment revenues received by the Agency, less certain housing set aside obligations, less amounts
required to pay debt service on the Senior Bonds, and less certain contractual obligations to other
taxing entities. See “SECURITY FOR THE 1999 BONDS - Tax Revenues and Subordinated Tax
Revenues” herein. The Senior Bonds are further secured by moneys on deposit in the Senior Bonds
Reserve Account held by the Trustee for the benefit of the Owners of the Senior Bonds and the
Subordinated Bonds are further secured by moneys on deposit in the Subordinated Bonds Reserve
Account held by the Trustee for the benefit of the Owners of the Subordinated Bonds. See
“SECURITY FOR THE 1999 BONDS - Reserve Accounts” herein.

With the exception of certain statutory housing obligations, upon the issuance of the 1999A
Bonds, the defeasance of the 1992 Bonds and the 1994 Bonds, and the payment of the City Variable
Rate Note (as defined below), the Agency will have no bonds or other obligations outstanding with a
pledge on tax increment revenues for the Project Area senior to the pledge securing the Senior
Bonds. Any 1992 Bonds or 1994 Bonds that are not defeased upon the issuance of the 1999A Bonds
will be payable from Tax Revenues on a parity with the 1999A Bonds. With the exception of
(i) certain statutory housing obligations, (ii) certain amountsto be paid by the Agency pursuant to the
School District Tax Sharing Agreement, and (iii) the Senior Bonds, upon the issuance of the 1999B
Bonds the Agency will have no bonds or other obligations outstanding with a pledge on tax
increment revenues for the Project Area senior to the pledge securing the Subordinated Bonds.

PAYMENT OF PRINCIPAL OF AND INTEREST ON THE 1999B BONDS FROM
SUBORDINATED TAX REVENUES IS SUBORDINATE TO PAYMENT OF PRINCIPAL OF
AND INTEREST ON THE SENIOR BONDS FROM TAX REVENUES AND TO PAYMENT OF
AMOUNTS PAYABLE BY THE AGENCY UNDER THE SCHOOL DISTRICT TAX SHARING
AGREEMENT DESCRIBED BELOW.

For additional information regarding security for the 1999A Bonds and the 1999B Bonds, see
“SECURITY FOR THE 1999 BONDS” herein. The Agency’s receipt of Tax Revenues and
Subordinated Tax Revenues is subject to certain risks and limitations. See “BONDOWNERS’
RISKS” and “LIMITATIONS ON TAX INCREMENT REVENUES” herein.

Bond Insurance

Payment of the principal of and interest on the 1999A Bonds and the 1999B Bonds
when due (other than by reason of any redemption, except for mandatory sinking fund

redemption, or any acceleration of the due date of principal) will be insured by separate
municipal bond insurance policies (together, the “Insurance Palicies”) issued by AMBAC

Assurance Corporation (the “Insurer”) simultaneously with the delivery of the 1999A Bonds
and the 1999 B Bonds. See “BOND INSURANCE” herein.

Professionals I nvolved in the Offering

BNY Western Trust Company, San Francisco, California, will act as Trustee with respect to
the 1999 Bonds and as Escrow Agent with respect to the 1992 Bonds and the 1994 Bonds.
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Urban Futures Incorporated, Orange, California, has acted as Fiscal Consultant to the Agency
and has prepared a report (set forth in Appendix D hereto) on projected taxable values and
anticipated tax increment revenues in the Project Area.

Fieldman, Rolapp & Associates, Irvine, California, has served as financia advisor to the
Agency in connection with the 1999 Bonds and has assisted the Agency in structuring the 1999
Bonds.

All proceedings in connection with the issuance of the 1999 Bonds are subject to the
approval of Stradling Y occa Carlson & Rauth, a Professional Corporation, San Francisco, California,
Bond Counsel. Stradling Yocca Carlson & Rauth, a Professional Corporation, is also acting as
Disclosure Counsel to the Agency. Certain legal matters will be passed on for the Agency by its
counsel, Goldfarb & Lipman, San Francisco, California. The fees and expenses of Bond Counsel,
Disclosure Counsel, and the Financial Advisor are contingent upon the sale and delivery of the 1999
Bonds.

Summaries of Documents

Set forth below in this Official Statement are descriptions of the 1999 Bonds, the Senior
Indenture, the Subordinated Indenture, the Agency, the City, the Project Area, the Redevel opment
Law, and various agreements. The descriptions and summaries of documents herein do not purport
to be comprehensive or definitive, and reference is made to each such document for the complete
details of al terms and conditions. All statements herein are qualified in their entirety by reference
to each such document and, with respect to certain rights and remedies, to laws and principles of
equity relating to or affecting creditors’ rights generally. Capitalized terms not defined herein shall
have the meanings set forth in the Indentures. Copies of the Indentures are available for inspection
during business hours at the corporate trust office of the Trustee in San Francisco, California.

Continuing Disclosure

The Agency will covenant in a Continuing Disclosure Agreement to provide certain financial
information and operating data relating to the Agency by not later than the last day of the ninth
month following the end of the Agency's fiscal year (currently its fiscal year ends on June 30) (the
“Annual Report”), commencing with the report for the fiscal year ended June 30, 1999, and to
provide notices of the occurrence of certain enumerated events, if material. See “CONTINUING
DISCLOSURE” and “APPENDIX F - FORM OF CONTINUING DISCLOSURE AGREEMENT”
herein.

Other Information

This Official Statement speaks only as of its date, as set forth on the cover hereof, and the
information and expressions of opinion herein are subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder shall under any circumstances create
any implication that there has been no change in the affairs of the Agency or the City or the Project
Area since the date hereof.
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THE FINANCING PLAN
Use of 1999A Bond Proceeds

Proceeds from the sale of the 1999A Bonds, together with certain other available moneys,
will be used (i) to pay in full a promissory note of the Agency payable to the City (the “City Variable
Rate Note”), currently outstanding in the approximate amount of $2.9 million, 2(ii) to advance refund
the Agency’s Los Costanos Community Development Project Area Subordinated Tax Allocation
Bonds, Series 1992 A (the “1992 Bonds”), currently outstanding in the principal amount of
$4,210,000, and the Agency’s Los Costanos Community Development Project Area Subordinated
Tax Allocation Bonds, Series 1994 A (the “1994 Bonds”), currently outstanding in the principal
amount of $6,975,000, (iii) to fund a debt service reserve fund for the Senior Bonds, and (iv) to

pay costsincurred in connection with the issuance, sale, and delivery of the 1999A Bonds.

2 A portion of the proceeds of the 1999A Bonds will be deposited in the 1992 Bonds Escrow
Fund and a portion of the proceeds of the 1999A Bonds will be deposited in the 1994 Bonds Escrow
Fund, each of which will be held by BNY Western Trust Company, San Francisco, California, as
escrow agent (the “Escrow Agent”), and administered pursuant to respective Escrow Agreements,
each dated as of December 1, 1999, by and between the Agency and the Escrow Agent. Monies
placed in the 1992 Bonds Escrow Fund will be used to purchase United States government
obligations, the principal of which will be sufficient, together with any uninvested cash and earnings,
to pay the principa of and interest on the 1992 Bonds to and including August 1, 2001 and to pay on
such date the redemption price of the 1992 Bonds maturing after such date. Monies placed in the
1994 Bonds Escrow Fund will be used to purchase United States government obligations, the
principal of which will be sufficient, together with any uninvested cash and earnings, to pay the
principal of and interest on the 1994 Bonds to and including August 1, 2004 and to pay on such date
the redemption price of the 1994 Bonds maturing after such date.

The following table shows the estimated sources and uses of the proceeds from the sale of the
1999A Bonds and certain other moneys, exclusive of accrued interest:

Sources of Funds;

Par Amount of 1999A Bonds $15,490,000.00 &
Plus: Funds from 1992 Bonds 446,122.00
Plus. Funds from 1994 Bonds 618,873.00
Less: Net Original Issue Discount (114,592.65)
Less: Origina Purchaser’s Discount _ (79,032.35)
Total Sources $16,361,370.00 2
Uses of Funds:
1992 Bonds Escrow Fund $4,400,286.24 2
1994 Bonds Escrow Fund 7,483,164.89
City Variable Rate Loan 2,935,000.00
Senior Bonds Reserve Account 1,170,381.98
Costs of |ssuance _ 372,536.89
Total Uses $16,361,370.00 2
5

[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



Use of 1999B Bond Proceeds

Proceeds from the sale of the 1999B Bonds will be used (i) to finance redevelopment
activities of the Agency with respect to the Project Area; (ii) to fund a debt service reserve fund for
the Subordinated Bonds, and (iii) to pay costs incurred in connection with the issuance, sale, and
delivery of the 1999B Bonds.

The following table shows the estimated sources and uses of the proceeds from the sale of the
1999B Bonds, exclusive of accrued interest:

Sources of Funds;

Par Amount of 1999B Bonds $8,725,000.00 2
Less: Net Original Issue Discount (57,838.65)
Less: Origina Purchaser’s Discount _ (51,223.85)
Total Sources $8,615,937.502
Uses of Funds:
Redevelopment Fund $7,750,000.00 2
Subordinated Bonds Reserve Account 628,725.00
Costs of Issuance 237,212.50
Total Uses $8,615,937.502
6
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Annual Debt Service

The following table shows the annual debt service requirements for the 1999 Bonds.
1999A Bonds 1999B Bonds
Year 2 Combined Debt,
Ending Service
August 1 2 Principal® A |nterest A Total A A |nterest A Total
Principal

2000 2 $260,000 $532,542.51 $792,542.51 $105,000 $315,266.67 $420,266.67 $1,212,800.18
2001 405,000 787,438.76 1,192,438.76 - 469,120.00 469,120.00 1,661,558.76
2002 420,000 769,720.00 1,189,720.00 - 469,120.00 469,120.00 1,658,840.00
2003 440,000 751,345.00 1,191,345.00 155,000 469,120.00 624,120.00 1.815,465.00
2004 460,000 732,095.00 1,192,095.00 165,000 462,687.50 627,687.50 1,819,782.50
2005 480,000 711,970.00 1,191,970.00 170,000 455,757.50 625,757.50 1,817,727.50
2006 495,000 690,970.00 1,185,970.00 180,000 448,447.50 628,447.50 1,814,417.50
2007 520,000 669,190.00 1,189,190.00 185,000 440,527.50 625,527.50 1814,717.50
2008 540,000 645,790.00 1,185,790.00 195,000 432,202.50 627,202.50 1,812,992.50
2009 570,000 620,950.00 1,190,950.00 205,000 423,232.50 628,232.50 1,819,182.50
2010 600,000 503,875.00 1,193,875.00 215,000 413,597.50 628,507.50 1,822,472.50
2011 625,000 565,075.00 1,190,075.00 225,000 403,277.50 628,277.50 1,818,352.50
2012 655,000 533,825.00 1,188,825.00 235,000 392,027.50 627,021.50 1,815,852.50
2013 690,000 500,420.00 1.190.420.00 245,000 380,042.50 625,042.50 1.815,462.50
2014 725,000 464,540.00 1,189,540.00 260,000 367,302.50 627,302.50 1,816,842.50
2015 760,000 426,115.00 1,186,115.00 275,000 353,522.50 628,522.50 1,814,637.50
2016 805,000 385,075.00 1,190,075.00 290,000 338,672.50 628,672.50 1,818,747.50
2017 850,000 340,800.00 1,190,800.00 305,000 322,722.50 627,722.50 1,818,522.50
2018 510,000 293,200.00 803,200.00 320,000 305,947.50 625,947.50 1,429,147.50
2019 535,000 264,640.00 799,640.00 340,000 288,027.50 628,027.50 1.427,667.50
2020 565,000 234,680.00 799,680.00 355,000 268,987.50 623,987.50 1,423,667.50
2021 600,000 202,757.50 802,757.50 380,000 248,575.00 628,575.00 1.431,332.50
2022 635,000 168,857.50 803,857.50 400,000 226,725.00 626,725.00 1,430,582.50
2023 665,000 132,980.00 £97,980.00 425,000 203,725.00 628,725.00 1.426,705.00
2024 705,000 95,407.50 800,407.50 445,000 179,287.50 624,281.50 1,424,695.00
2025 175,000 55,575.00 230,575.00 470,000 153,700.00 623,700.00 854,275.00
2026 185,000 45,600.00 230,600.00 500,000 126,440.00 626,440.00 857,040.00
2027 195,000 35,055.00 230,055.00 530,000 97.440.00 627,440.00 857,495.00
2028 205,000 23,940.00 228,940.00 560,000 66,700.00 626,700.00 855,640.00
2029 215,000 12,255.00 _227,255.00 590,000 34,220.00 _624,220.00 851,475.00
Total $15,490,000 $12,286,683.77 $27,776,683.77 $8,725,000 $9,556,421.67 $18,281,421.67 $46,058,105.44

@ 1ncludes mandatory sinking account redemptions.
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THE 1999 BONDS
Authority for Issuance

The 1999 Bonds are issued pursuant to the Constitution and laws of the State, including the
Redevelopment Law, aresolution of the Agency adopted on October 26, 1999, the Senior Indenture
(with respect to the 1999A Bonds), and the Subordinated Indenture (with respect to the 1999B
Bonds).

The 1999 Bonds are special obligations of the Agency and as such are not a debt of the
City of Belmont, the State of California, or any of their political subdivisions other than the
Agency, and neither the City, the State, nor any of their political subdivisions other than the
Agency is liable for the payment thereof. In no event shall the 1999 Bonds be payable out of
any fundsor propertiesother than those of the Agency as set forth in the Indentures. The 1999
Bonds do not constitute an indebtedness in contravention of any constitutional or statutory
debt limit or restriction. For a discussion of some of the risks associated with the purchase of
the 1999 Bonds, see “BONDOWNERS’ RISKS” herein. The Agency has no taxing powers.

Potential investors should read the Official Statement in itsentirety. The 1999A Bonds
and the 1999B Bonds are payable solely from Tax Revenues and Subordinated Tax Revenues,
respectively, as defined in the respective Indentures and are additionally secured by a pledge
and lien on all moneys held in the Senior Bonds Reserve Account (with respect to the 1999A
Bonds) and in the Subordinated Bonds Reser ve Account (with respect to the 1999B Bonds).

PAYMENT OF PRINCIPAL OF AND INTEREST ON THE 1999B BONDS FROM
SUBORDINATED TAX REVENUES IS SUBORDINATE TO PAYMENT OF PRINCIPAL
OF AND INTEREST ON THE 1999A BONDS (AND ANY OTHER SENIOR BONDS) FROM
TAX REVENUES AND TO PAYMENT OF AMOUNTS PAYABLE BY THE AGENCY
UNDER THE SCHOOL DISTRICT PASSTHROUGH AGREEMENT. See “SECURITY
FOR THE 1999 BONDS” herein.

General Description

The 1999 Bonds will be issued in authorized denominations of $5,000 each or integral
multiples thereof and will be dated December 1, 1999. Subject to possible redemption prior to
maturity as provided in the respective Indentures, the 1999 Bonds mature on the respective dates and
bear interest at the respective rates per annum set forth on the inside cover page hereof. Interest on
the 1999 Bonds is payable on February 1 and August 1 of each year, commencing February 1, 2000
(collectively, the “Interest Payment Dates”).

The 1999 Bonds will be issued as one fully registered bond without coupons for each
maturity of each series and, when issued, will be registered in the name of Cede & Co., as nominee
of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities
depository of the 1999 Bonds. Individual purchases may be made in book-entry form only, in the
principal amount of $5,000 and integral multiples thereof. Purchasers will not receive certificates
representing their interest in the 1999 Bonds purchased. Principa and interest will be paid to DTC,
which will in turn remit such principal and interest to its participants for subsequent disbursement to
the beneficial owners of the 1999 Bonds as described herein. See “APPENDIX G - BOOK-ENTRY
ONLY SYSTEM” herein.
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Optional Redemption

The 1999 Bonds maturing on or before August 1, 2007, are not subject to optional
redemption prior to their respective maturity dates. The 1999 Bonds maturing on or after August 1,
2008, are subject to redemption prior to their respective maturity dates, on or after August 1, 2007, as
awhole on any date or in part on any interest payment date, at the option of the Agency and from the
maturities designated by the Agency, from any source of available funds, at a redemption price equal
to the principal amount thereof, together with accrued interest thereon to the date of redemption.

Mandatory Sinking Account Redemption

1999A Bonds. The 1999A Bonds maturing on August 1, 2 2024 and August 1, 2029 are 2
subject to mandatory redemption prior to their stated maturity, in part by lot, from mandatory sinking
account payments deposited in the applicable sinking account, on any August 1 on or after August 1,
A 2020 and August 1, 2025, respectively, at a redemption price equal to the principal amount
thereof, together with accrued interest thereon to the redemption date, without premium, according to
the following schedule:

Redemption Date Principal Amount
A(August 1) 2 Redeemed
2 2020 $565,000
2021 600,000
2022 635,000
2023 665,000
2024 (maturity) 705,000
2025 175,000
2026 185,000
2027 195,000
2028 205,000
2029 (maturit 215,000

9
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1999B Bonds. The 1999B Bonds maturing on August 1, 2 2024 and August 1, 2029 are 2
subject to mandatory redemption prior to their stated maturity, in part by lot, from mandatory sinking
account payments deposited in the applicable sinking account, on any August 1 on or after August 1,
A 2020 and August 1, 2025, respectively, at a redemption price equal to the principal amount
thereof, together with accrued interest thereon to the redemption date, without premium, according to
the following schedule;

Redemption Date Principal Amount
A(August 1) A Redeemed
A 2020 $355,000
2021 380,000
2022 400,000
2023 425,000
2024 (maturity) 445,000
2025 470,000
2026 500,000
2027 530,000
2028 560,000
2029 (maturit 590,000

General Redemption Provisions

Selection of Bonds for Redemption. If less than all outstanding 1999 Bonds of the same
series maturing by their terms on any one date are to be redeemed at any one time, the Trustee shall
select the 1999 Bonds of such series and maturity date to be redeemed by lot. If outstanding 1999
Bonds maturing by their terms on more than one date are to be redeemed at any one time, the Agency
shall select the maturity dates of the 1999 Bonds to be so redeemed.

Notice of Redemption. Notice of redemption is required to be mailed by the Trustee by first
class mail to the registered owner of each 1999 Bond selected for redemption at the address shown
on the registration books of the Trustee not less than 30 nor more than 60 days prior to such
redemption date. The notice of redemption shall state (a) the date of such notice; (b) the redemption
price; (c) the place of redemption (including the name and appropriate address of the Trustee); and
(d) the CUSIP numbers (if any) of the maturity or maturities, and if less than all of any such maturity
is to be redeemed, the distinctive certificate numbers of the 1999 Bonds of such maturity to be
redeemed and, in the case of 1999 Bonds to be redeemed in part only, the respective portions of the
principal amount thereof to be redeemed. Each such notice shall also state that on the redemption
date there will be due and payable on each 1999 Bond the redemption price thereof and in the case of
a 1999 Bond to be redeemed in part only, the specified portion of the principal amount thereof to be
redeemed, together with accrued interest thereon to the redemption date, and that from and after such
redemption date interest thereon will cease to accrue and shall require that such 1999 Bonds be then
surrendered at the address of the Trustee specified in the redemption notice.

Failure to receive such notice shall not affect the validity of the proceedings for the
redemption of such 1999 Bonds.

Effect of Redemption. If notice of redemption has been duly given and money for the
payment of the redemption price of the 1999 Bonds called for redemption is held by the Trustee, then
on the redemption date designated in such notice the 1999 Bonds so called for redemption will
become due and payable, and from and after the date so designated interest on such 1999 Bonds will
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cease to accrue, and the holders of such 1999 Bonds will have no rights in respect thereof except to
receive payment of the redemption price thereof,

Pur chase of 1999 Bonds

Upon the written request of the Agency, the Trustee will purchase outstanding 1999 Bonds at
public or private sale as and when and at such prices as the Trustee is instructed by the Agency, but
only at prices (including brokerage or other expenses but excluding accrued interest) of not more
than par plus redemption premium, if any, that would be payable on such 1999 Bonds upon
redemption. Any accrued interest payable upon the purchase of 1999 Bonds may be paid from the
amount reserved in the applicable Special Fund for the payment of interest on the next following
Interest Payment Date.

SECURITY FOR THE 1999 BONDS
Tax Allocation Financing

The Redevelopment Law provides a means for financing redevelopment projects based upon
an allocation of tax revenues collected within a project area. The taxable valuation of a project area
last equalized prior to adoption of the redevelopment plan, or base roll, is established and, except for
any period during which the taxable valuation drops below the base year level, the taxing agencies
thereafter receive the taxes produced by the levy of the then current tax rate upon the baseroll. With
certain limited exceptions, taxes collected upon any increase in taxable valuation over the base roll
are alocated to a redevelopment agency and may be pledged to a bond issue by a redevelopment
agency. Redevelopment agencies themselves have no authority to levy property taxes and must look
specifically to the allocation of tax revenues produced as provided under the Redevel opment Law.

Allocation of Taxes

As provided in the Redevelopment Plan, and pursuant to Article 6 of Chapter 6 of the
Redevelopment Law and Section 16 of Article XVI of the Constitution of the State of California,
taxes levied upon taxable property within the Project Area each year by or for the benefit of the
State, the County, the City, or any other district or other public corporation (herein collectively
referred to as the “taxing agencies”) after the effective date of Ordinance No. 692, as adopted on
November 24, 1981, first establishing and adopting the Redevelopment Plan for the Project Area, are
divided asfollows:

1. To taxing agencies. That portion of the taxes which would be produced by
the rate upon which the tax is levied each year by or for each of said taxing agencies upon the total
sum of the assessed value of the taxable property in the Project Area as shown upon the assessment
roll used in connection with the taxation of such property by such taxing agency, last equalized prior
to the effective date of the ordinance initialy approving the Redevelopment Plan, shall be allocated
to and when collected shall be paid into the funds of the respective taxing agencies as taxes by, or
for, said taxing agencies on all other property are paid; and

2. To the Agency: Except for taxes which are attributable to a tax levy by a
taxing agency for the purpose of producing revenues to repay bonded indebtedness approved by the
voters of the taxing agency on or after January 1, 1989, which shall be allocated to and when
collected shall be paid to the respective taxing agency, that portion of said levied taxes each year in
excess of such amount shall be allocated to and when collected shall be paid into a special fund of the
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Agency to pay the principal of and interest on loans, monies advanced to, or indebtedness incurred
by the Agency to finance or refinance, in whole or in part, the Redevel opment Project.

Revenues generated as set forth above and allocated to the Agency are generally referred to
as tax increment revenues. Tax Revenues (as defined below), which secure the Senior Bonds, and
Subordinated Tax Revenues (as defined below), which secure the Subordinated Bonds, are a portion
of such tax increment revenues.

Tax Revenues and Subordinated Tax Revenues

The Senior Bonds (including the 1999A Bonds) are secured by and payable from an
irrevocable pledge of, and charge and lien upon, Tax Revenues and moneys held in certain funds and
accounts under the Senior Indenture. The Senior Indenture defines “Tax Revenues” to mean, for
each Fiscal Year beginning with the Fiscal Year ending on June 30, 1993, the taxes (including all
payments, reimbursements and subventions, if any, specifically attributable to ad valorem taxes lost
by reason of tax exemptions and tax rate limitations) eligible for allocation to the Agency pursuant to
the Redevelopment Law (excluding (i) the amount of such taxes required by the Redevelopment Law
to be deposited in the Housing Fund and used for certain housing purposes, provided, however, that
such amount, or any portion thereof, shall not be excluded if and to the extent that the Agency makes
such amount available as Tax Revenues by providing therefor in a Supplemental Resolution or
otherwise, and (ii) amounts, if any, received by the Agency under and pursuant to Section 16111 of
the California Government Code) as provided in the Redevelopment Plan, up to an amount that is
equal to (a) 125% of the Annual Debt Service on the Senior Bonds for the next ensuing one-year
period from August 2 to August 1 beginning after the start of such Fiscal Y ear, plus (b) an amount, if
any, necessary to be deposited in the Senior Bonds Reserve Account to maintain the required balance
therein during such one-year period from August 2 to August 1.

The Subordinated Bonds (including the 1999B Bonds) are secured by and payable from an
irrevocable pledge of, and charge and lien upon, Subordinated Tax Revenues and moneys held in
certain funds and accounts under the Subordinated Indenture. The Subordinated Indenture defines
“Subordinated Tax Revenues” to mean, for each Fiscal Year beginning with the Fiscal Year ending
on June 30, 2000, the taxes (including all payments, reimbursements and subventions, if any,
specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations)
alocated to the Agency with respect to the Project Area pursuant to the Redevelopment Law
(excluding (i) the amount of such taxes required by the Redevelopment Law to be deposited in the
Housing Fund and used for certain housing purposes, provided, however, that such amount, or any
portion thereof, shall not be excluded if and to the extent that the Agency makes such amount
available as Subordinated Tax Revenues by providing therefor in a Supplemental Resolution or
otherwise, (i) amounts, if any, received by the Agency under and pursuant to Section 16111 of the
California Government Code, (iii) all amounts of such taxes that are required by the Senior Indenture
to be used to pay principal or redemption price of or interest on the Senior Bonds, and (iv) all
amounts of such taxes that are payable to taxing agencies other than the Agency pursuant to the Tax
Sharing Agreements to the extent such Tax Sharing Agreements create a prior lien on such taxes) as
provided in the 2 Redevelopment Plan, up to an amount that is equal to (a) 125% of the Annual Debt
Service on the Subordinated Bonds for the next ensuing one-year period from August 2 to August 1
beginning after the start of such Fiscal Year, plus (b) an amount, if any, necessary to be deposited in
the Subordinated Bonds Reserve Account to maintain the required balance therein during such one-
year period from August 2 to August 1. For a description of amounts payable to taxing agencies
other than the Agency pursuant to the existing Tax Sharing Agreements, see “SECURITY FOR THE
1999 BONDS - Tax Sharing Agreements.”
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THE PLEDGE OF AND LIEN ON SUBORDINATED TAX REVENUES UNDER THE
SUBORDINATED INDENTURE FOR THE BENEFIT OF THE SUBORDINATED BONDS IS
SUBORDINATE TO THE PLEDGE OF AND LIEN ON TAX REVENUES UNDER THE
SENIOR INDENTURE FOR THE BENEFIT OF THE SENIOR BONDS AND TO PAYMENT OF
AMOUNTS PAYABLE BY THE AGENCY UNDER THE SCHOOL DISTRICT TAX SHARING
AGREEMENT DESCRIBED HEREIN.

Application of Tax Revenues

The Senior Indenture creates with the Trustee atrust fund called the Special Fund (referred to
herein as the “Senior Bonds Special Fund”) with an Interest Account, a Principal Account, a Reserve
Account, and a Surplus Account therein (referred to herein as the “Senior Bonds Interest Account,”
the “Senior Bonds Principal Account,” the “Senior Bonds Reserve Account,” and the “Senior Bonds
Surplus Account). Pursuant to the Senior Indenture, the Agency has covenanted that so long as any
Senior Bonds are outstanding, al Tax Revenues, when and as received by the Agency, will be
deposited by the Agency with the Trustee in the Senior Bonds Special Fund; provided, however, that
there shall not be deposited with the Trustee any Tax Revenues in excess of the amount which,
together with all money then on deposit with the Trustee in the Senior Bonds Special Fund and the
accounts therein, shall be sufficient to discharge all outstanding Senior Bonds. The Tax Revenues
accumulated in the Senior Bonds Special Fund are required to be applied by the Trustee in the
following priority:

@ Senior Bonds Interest Account. On or before January 31 and July 31 of each year,
the Trustee is required to set aside from the Senior Bonds Special Fund and deposit in the Senior
Bonds Interest Account an amount of money which, together with any money contained therein, is
equal to the aggregate amount of the interest becoming due and payable on all outstanding Senior
Bonds on the next succeeding interest payment date. No deposit need be made into the Senior Bonds
Interest Account if the amount contained therein is at least equal to the aggregate amount of the
interest becoming due and payable on all outstanding Senior Bonds on the next succeeding interest
payment date. All moneys in the Senior Bonds Interest Account shall be used and withdrawn by the
Trustee solely for the purpose of paying the interest on the Senior Bonds as it shall become due and
payable (including accrued interest on any Senior Bonds purchased or redeemed prior to maturity).

(b) Senior Bonds Principal Account. On or before July 31 of each year, the Trustee is
required to set aside from the Senior Bonds Special Fund and deposit in the Senior Bonds Principal
Account an amount of money which, together with any money contained therein, is equal to the
aggregate amount of the principal becoming due and payable on all outstanding Senior Bonds on the
next succeeding principal payment due. In the event that there shall be insufficient money in the
Senior Bonds Specia Fund to make in full al such principal payments required to be made pursuant
to the Senior Indenture at any one time, then the available money shall be applied pro rata to the
making of such principal payments in the proportion which all such principal payments bear to each
other. No deposit need be made into the Senior Bonds Principal Account if the amount contained
therein is at least equal to the aggregate amount of the principal of all outstanding Senior Bonds. All
money in the Senior Bonds Principal Account shall be used and withdrawn by the Trustee solely for
the purpose of paying the principal of the Senior Bonds as they shall become due and payable, except
that al amounts in the sinking accounts therein shall be used and withdrawn by the Trustee solely to
purchase or redeem or pay at maturity Term Senior Bonds as provided in the Senior Indenture.

(© Senior Bonds Reserve Account. On or before July 31 of each year, the Trustee is
required to set aside from the Senior Bonds Special Fund and deposit in the Senior Bonds Reserve
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Account an amount of money that will be required to maintain the Senior Bonds Reserve Account in
the full amount of the Senior Bonds Reserve Account Requirement (as hereinafter defined). No
deposit need be made in the Senior Bonds Reserve Account so long as there shall be on deposit
therein a sum equal to at least the amount required to be on deposit therein. All money in the Senior
Bonds Reserve Account shall be used and withdrawn by the Trustee solely for the purpose of
replenishing the Senior Bonds Interest Account or the Senior Bonds Principal Account in such order,
in the event of any deficiency at any time in any of such accounts, or for the purpose of paying the
interest on or principa of or redemption premiums, if any, on the Senior Bonds in the event that no
other money of the Agency is lawfully available therefor, or for the retirement of all Senior Bonds
then outstanding, except that for so long as the Agency is not in default under the Senior Indenture,
any amount in the Senior Bonds Reserve Account in excess of the amount required to be on deposit
therein may, upon the written request of the Agency, be withdrawn from the Senior Bonds Reserve
Account by the Trustee and transferred to the Senior Bonds Surplus Account.

(d) Senior Bonds Surplus Account. On or before August 2 of each year, the Trustee
shall set aside from the Senior Bonds Special Fund and deposit in the Senior Bonds Surplus Account
all moneys then remaining in the Senior Bonds Special Fund; provided that (i) if an amount equal to
at least 125% of the Annual Debt Service on the Senior Bonds for the immediately preceding Bond
Y ear (as measured without taking into account a principal amount of Special Bonds, if any, equal to
the amount then on deposit in the Temporary Redemption Fund) plus an amount, if any, necessary to
maintain the required balance in the Senior Bonds Reserve Account was deposited in the Senior
Bonds Special Fund during such Bond Year, and (ii) if an amount equal to at least 125% of Annual
Debt Service on the Senior Bonds for the then current Bond Y ear (as measured without taking into
account a principal amount of Special Bonds, if any, equal to the amount then on deposit in the
Temporary Redemption Fund) plus an amount, if any, necessary to maintain the required balance in
the Senior Bonds Reserve Account is anticipated by the Agency based upon its prior years’
experience to be deposited in the Senior Bonds Special Fund during such Bond Y ear, and (iii) if the
Agency is not then in default under the Senior Indenture, then all moneys remaining in the Senior
Bonds Special Fund shall no longer be deemed to be Tax Revenues thereunder and shall (subject to
the last paragraph of this section) be transferred to the Agency for use by it for any lawful purpose
free and clear of al liens created by the Senior Indenture and none of such moneys shall be deposited
in the Senior Bonds Surplus Account. All money in the Senior Bonds Surplus Account shall be used
and withdrawn by the Trustee solely for the purpose of replenishing the Senior Bonds Interest
Account, the Senior Bonds Principal Account, or the Senior Bonds Reserve Account, in such order,
in the event of any deficiency at any time in any of such accounts, or for the purpose of paying the
interest on or principal of or redemption premiums, if any, on the Senior Bonds in the event that no
other money of the Agency is lawfully available therefor, or for the retirement (together with other
available money) of al Senior Bonds then outstanding. Unless otherwise directed in writing by the
Agency, al moneys in the Senior Bonds Surplus Account on August 2 of each year in which no
money is required to be deposited in the Senior Bonds Surplus Account shall (subject to the last
paragraph of this section) be withdrawn from the Senior Bonds Surplus Account and transferred to
the Agency for use by it for any lawful purpose.

Notwithstanding the foregoing, any moneys available for transfer to the Agency pursuant to
the Senior Indenture shall, upon the written request of the Agency, be used by the Trustee to
purchase Senior Bonds; provided, however, any such purchases (except accrued interest) shall be
made only with the portion of the then current balance in said Senior Bonds Special Fund whichisin
excess of the amount of principal and interest to become due on the then outstanding Senior Bonds
on the next following February 1 and August 1, and the amount, if any, to be withdrawn as described
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in paragraph (d) immediately preceding this paragraph; and provided, further, that no such purchases
shall be made so long as any Subordinated Bonds remain outstanding.

So long as any Subordinated Bonds remain outstanding, all moneys released from the Senior
Bonds Specia Fund or the Senior Bonds Surplus Fund shall be transferred to the Subordinated
Bonds Special Fund to be applied in accordance with the Subordinated Bonds I ndenture.

Application of Subordinated Tax Revenues

The Subordinated Indenture creates with the Trustee a trust fund called the Special Fund
(referred to herein as the “Subordinated Bonds Special Fund”) with an Interest Account, a Principal
Account, a Reserve Account, and a Surplus Account therein (referred to herein as the “Subordinated
Bonds Interest Account,” the “Subordinated Bonds Principal Account,” the “Subordinated Bonds
Reserve Account,” and the “Subordinated Bonds Surplus Account.””) Pursuant to the Subordinated
Indenture, the Agency has covenanted that so long as any Subordinated Bonds are outstanding, all
Subordinated Tax Revenues, when and as received by the Agency, will be deposited by the Agency
with the Trustee in the Subordinated Bonds Special Fund; provided, however, that there shall not be
deposited with the Trustee any Subordinated Tax Revenues in excess of the amount which, together
with all money then on deposit with the Trustee in the Subordinated Bonds Specia Fund and the
accounts therein, shall be sufficient to discharge all outstanding Subordinated Bonds. The
Subordinated Tax Revenues accumulated in the Subordinated Bonds Special Fund are required to be
applied by the Trustee in the following priority:

@ Subordinated Bonds Interest Account. On or before January 31 and July 31 of
each year, the Trustee is required to set aside from the Subordinated Bonds Special Fund and deposit
in the Subordinated Bonds Interest Account an amount of money which, together with any money
contained therein, is equal to the aggregate amount of the interest becoming due and payable on all
outstanding Subordinated Bonds on the next succeeding interest payment date. No deposit need be
made into the Subordinated Bonds Interest Account if the amount contained therein is at least equal
to the aggregate amount of the interest becoming due and payable on all outstanding Subordinated
Bonds on the next succeeding interest payment date. All moneys in the Subordinated Bonds Interest
Account shall be used and withdrawn by the Trustee solely for the purpose of paying the interest on
the Subordinated Bonds as it shall become due and payable (including accrued interest on any
Subordinated Bonds purchased or redeemed prior to maturity).

(b) Subordinated Bonds Principal Account. On or before July 31 of each year, the
Trustee is required to set aside from the Subordinated Bonds Special Fund and deposit in the
Subordinated Bonds Principal Account an amount of money which, together with any money
contained therein, is equal to the aggregate amount of the principal becoming due and payable on all
outstanding Subordinated Bonds on the next succeeding principal payment due. In the event that
there shall be insufficient money in the Subordinated Bonds Special Fund to make in full all such
principal payments required to be made pursuant to the Subordinated Indenture at any one time, then
the available money shall be applied pro rata to the making of such principal payments in the
proportion which all such principal payments bear to each other. No deposit need be made into the
Subordinated Bonds Principal Account if the amount contained therein is at least equa to the
aggregate amount of the principal of all outstanding Subordinated Bonds. All money in the
Subordinated Bonds Principal Account shall be used and withdrawn by the Trustee solely for the
purpose of paying the principal of the Subordinated Bonds as they shall become due and payable,
except that all amounts in the sinking accounts therein shall be used and withdrawn by the Trustee
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solely to purchase or redeem or pay at maturity Term Subordinated Bonds as provided in the
Subordinated Indenture.

(© Subordinated Bonds Reserve Account. On or before July 31 of each year, the
Trustee is required to set aside from the Subordinated Bonds Special Fund and deposit in the
Subordinated Bonds Reserve Account an amount of money that will be required to maintain the
Subordinated Bonds Reserve Account in the full amount of the Subordinated Bonds Reserve
Account Requirement (as hereinafter defined). No deposit need be made in the Subordinated Bonds
Reserve Account so long as there shall be on deposit therein a sum equal to at least the amount
required to be on deposit therein. All money in the Subordinated Bonds Reserve Account shall be
used and withdrawn by the Trustee solely for the purpose of replenishing the Subordinated Bonds
Interest Account or the Subordinated Bonds Principal Account in such order, in the event of any
deficiency at any time in any of such accounts, or for the purpose of paying the interest on or
principal of or redemption premiums, if any, on the Subordinated Bonds in the event that no other
money of the Agency is lawfully available therefor, or for the retirement of all Subordinated Bonds
then outstanding, except that for so long as the Agency is not in default under the Subordinated
Indenture, any amount in the Subordinated Bonds Reserve Account in excess of the amount required
to be on deposit therein may, upon the written request of the Agency, be withdrawn from the
Subordinated Bonds Reserve Account by the Trustee and transferred to the Subordinated Bonds
Surplus Account.

(d) Subordinated Bonds Surplus Account. On or before August 2 of each year, the
Trustee shall set aside from the Subordinated Bonds Special Fund and deposit in the Subordinated
Bonds Surplus Account all moneys then remaining in the Subordinated Bonds Special Fund;
provided that (i) if an amount equal to at least 125% of the Annual Debt Service on the Subordinated
Bonds for the immediately preceding Bond Year (as measured without taking into account a
principal amount of Special Bonds, if any, equal to the amount then on deposit in the Temporary
Redemption Fund) plus an amount, if any, necessary to maintain the required balance in the
Subordinated Bonds Reserve Account was deposited in the Subordinated Bonds Special Fund during
such Bond Year, and (ii) if an amount equal to at least 125% of Annua Debt Service on the
Subordinated Bonds for the then current Bond Year (as measured without taking into account a
principal amount of Special Bonds, if any, equal to the amount then on deposit in the Temporary
Redemption Fund) plus an amount, if any, necessary to maintain the required balance in the
Subordinated Bonds Reserve Account is anticipated by the Agency based upon its prior years’
experience to be deposited in the Subordinated Bonds Special Fund during such Bond Year, and
(iii) if the Agency is not then in default under the Subordinated Indenture, then all moneys remaining
in the Subordinated Bonds Specia Fund shall no longer be deemed to be Subordinated Tax Revenues
thereunder and shall be transferred to the Agency for use by it for any lawful purpose free and clear
of al liens created by the Subordinated Indenture and none of such moneys shall be deposited in the
Subordinated Bonds Surplus Account. All money in the Subordinated Bonds Surplus Account shall
be used and withdrawn by the Trustee solely for the purpose of replenishing the Subordinated Bonds
Interest Account or the Subordinated Bonds Principal Account or the Subordinated Bonds Reserve
Account, in such order, in the event of any deficiency at any time in any of such accounts, or for the
purpose of paying the interest on or principal of or redemption premiums, if any, on the Subordinated
Bonds in the event that no other money of the Agency is lawfully available therefor, or for the
retirement (together with other available money) of all Subordinated Bonds then outstanding. Unless
otherwise directed in writing by the Agency, al moneys in the Subordinated Bonds Surplus Account
on August 2 of each year in which no money is required to be deposited in the Subordinated Bonds
Surplus Account shall be withdrawn from the Subordinated Bonds Surplus Account and transferred
to the Agency for use by it for any lawful purpose.
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Notwithstanding the foregoing, any moneys available for transfer to the Agency pursuant to
the Subordinated Indenture shall, upon the written request of the Agency, be used by the Trustee to
purchase Subordinated Bonds; provided, however, any such purchases (except accrued interest) shall
be made only with the portion of the then current balance in said Subordinated Bonds Special Fund
which is in excess of the amount of principal and interest to become due on the then outstanding
Subordinated Bonds on the next following February 1 and August 1, and the amount, if any, to be
withdrawn as described in paragraph (d) immediately preceding this paragraph.

Limited Liability

The Agency has no power to levy and collect property taxes, and any property tax limitation,
legislative measure, voter initiative or provisions of additional sources of income to taxing agencies
having the effect of reducing the property tax rate could reduce the amount of Tax Revenues and
Subordinated Tax Revenues that would otherwise be available to pay the principal of and interest on
the Senior Bonds and the Subordinated Bonds, respectively. Likewise, broadened property tax
exemptions or changes in economic conditions within the Project Area could have a similar effect.
See “BONDOWNERS’ RISKS” herein.

THE 1999 BONDS ARE SPECIAL OBLIGATIONS OF THE AGENCY AND AS SUCH
ARE NOT A DEBT OF THE CITY OF BELMONT, THE STATE OF CALIFORNIA, OR ANY OF
THEIR POLITICAL SUBDIVISIONS OTHER THAN THE AGENCY, AND NEITHER THE
CITY, THE STATE, NOR ANY OF THEIR POLITICAL SUBDIVISIONS OTHER THAN THE
AGENCY IS LIABLE FOR THE PAYMENT THEREOF. IN NO EVENT SHALL THE 1999
BONDS BE PAYABLE OUT OF ANY FUNDS OR PROPERTIES OTHER THAN THOSE OF
THE AGENCY AS SET FORTH IN THE INDENTURES. THE 1999 BONDS DO NOT
CONSTITUTE AN INDEBTEDNESS IN CONTRAVENTION OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMIT OR RESTRICTION. THE AGENCY HASNO TAXING POWER.

Reserve Accounts

To secure further the payment of principal of and interest on the Senior Bonds, the Agency
will, upon delivery of the 1999A Bonds, deposit into the Senior Bonds Reserve Account an amount
sufficient to cause the amount on deposit therein to be equal to the Reserve Account Requirement on
al then outstanding Senior Bonds. The term “Reserve Account Requirement” is defined in the
Senior Indenture to mean, as of any date of caculation, an amount equal to the lesser of:
(8) Maximum Annual Debt Service (as defined in the Senior Indenture) payable in any Bond Y ear on
the Senior Bonds from and after the date of calculation, including any scheduled sinking fund
redemption; (b) 125% of average Annual Debt Service (as defined in the Senior Indenture) payable
in any Bond Year on the Senior Bonds from and after the date of calculation; and (c) 10% of the
original principal amount of the Senior Bonds (less original issue discount if in excess of 2% of the
stated redemption amount at maturity). If the Senior Bonds Reserve Account is drawn down to pay
debt service on the Senior Bonds, then after deposits have been made to the Senior Bonds Interest
Account and the Senior Bonds Principal Account under the Senior Indenture as described above,
deposits will be made by the Trustee to the Senior Bonds Reserve Account from available Tax
Revenues to replenish the Senior Bonds Reserve Account. Initially, the Senior Bonds Reserve
Account will be funded in the amount of 2 $1,170,381.98.

To secure further the payment of principal of and interest on the Subordinated Bonds, the
Agency will, upon delivery of the 1999B Bonds, deposit into the Subordinated Bonds Reserve
Account an amount equal to the Reserve Account Requirement on the Subordinated Bonds. The
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term “Reserve Account Requirement” is defined in the Subordinated Indenture to mean, as of any
date of calculation, an amount equal to the lesser of: (a) Maximum Annual Debt Service (as defined
in the Subordinated Indenture) payable in any Bond Y ear on the Subordinated Bonds from and after
the date of calculation, including any scheduled sinking fund redemption; (b) 125% of average
Annua Debt Service (as defined in the Subordinated Indenture) payable in any Bond Year on the
Subordinated Bonds from and after the date of calculation; and (c) 10% of the original principal
amount of the Subordinated Bonds (less original issue discount if in excess of 2% of the stated
redemption amount at maturity). If the Subordinated Bonds Reserve Account is drawn down to pay
debt service on the Subordinated Bonds, then after deposits have been made to the Subordinated
Bonds Interest Account and the Subordinated Bonds Principal Account under the Subordinated
Indenture as described above, deposits will be made by the Trustee to the Subordinated Bonds
Reserve Account from available Subordinated Tax Revenues to replenish the Subordinated Bonds
Reserve Account. Initially, the Subordinated Bonds Reserve Account will be funded in the amount

of £ $628,725.00.

All or any portion of the Senior Bonds Reserve Account Requirement and the Subordinated
Bonds Reserve Account Requirement may be satisfied by the provision of a policy of insurance, a
surety bond, a letter of credit or other comparable credit facility, or a combination thereof, which,
together with moneys on deposit in the applicable Reserve Account provide an aggregate amount
equal to the applicable Reserve Account Requirement; provided, that the provider of any such policy
of insurance, surety bond, letter of credit or other comparable credit facility must be rated in one of
the two highest rating categories by Moody’s or Standard and Poor’s at the time of delivery of such
credit facility.

| ssuance of Additional Senior Bonds

Subject to the conditions set forth in the Senior Indenture, the Agency may issue additional
Senior Bonds (“Additional Senior Bonds”) payable from the Tax Revenues and secured by alien and
charge upon the Tax Revenues equal to the lien and charge securing the 1999A Bonds and any other
then outstanding Senior Bonds. See “APPENDIX A - SUMMARY OF CERTAIN PROVISIONS
OF THE INDENTURES - Conditions for the Issuance of Additional Senior Bonds.” The Agency
has covenanted in the Subordinated Indenture that it will not issue any Additional Senior Bonds so
long as any Subordinated Bonds remain outstanding unless such Additional Senior Bonds are issued
for the purpose of refunding then outstanding Senior Bonds.

Among other conditions to the issuance of Additional Senior Bonds, the Tax Revenues
(which for this purpose shall be deemed not to include any and al payments, reimbursements and
subventions specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate
limitations or any taxes received as aresult of an ad valorem tax rate in excess of 1% unless such tax
rate is reasonably expected, as set forth in a certificate of the Agency and aletter from Bond Counsel
filed with the Trustee, to be levied throughout the term of the Additional Senior Bonds and all then
outstanding Senior Bonds) based upon the assessed valuation of taxable property in the Project Area
as shown on the equalized assessment roll (or, if available, the then current preliminary assessment
roll provided by the Assessor of the County) next preceding the date of the Agency’s delivery of the
supplemental indenture providing for the issuance of such Additional Senior Bonds shall be in an
amount equal to at least 1.25 times the Maximum Annual Debt Service on all then outstanding Senior
Bonds and such Additional Senior Bonds and any unsubordinated loans, advances or indebtedness
payable from Tax Revenues pursuant to the Redevel opment Law.

18
[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



For purposed of the issuance of Additional Senior Bonds, there shall not be included as
Additional Senior Bonds any Senior Bonds the proceeds of which are deposited in an escrow fund
held by the Trustee, provided that:

Q) A certificate of the Agency is filed with the Trustee to the effect that the proceeds of
such Additional Senior Bonds, together with additional moneys, if any, deposited in such escrow
fund, together with earnings to be received upon the investment of such proceeds and such moneys
will be at least sufficient to pay the interest on, as it accrues and becomes due and payable in
accordance with the terms of, such Additional Senior Bonds;

2 The supplemental indenture authorizing the issuance of such Additional Senior
Bonds provides that moneys may be transferred from said escrow fund only if Tax Revenues (which
for this purpose shal be deemed not to include any and al payments, reimbursements and
subventions specifically attributable to ad valorem taxes lost by reason of tax exemptions (other than
the “homeowner’s exemption”) or tax rate limitations) for the then current fiscal year will be at least
equal to 1.25 times Maximum Annual Debt Service on all outstanding Senior Bonds (exclusive of
disqualified Senior Bonds described in the Senior Indenture), as measured without taking into
account a principal amount of Senior Bonds which is equal to moneys on deposit in said escrow fund
after each such transfer; and

3 The supplemental indenture authorizing the issuance of such Additional Senior
Bonds provides that Additional Senior Bonds shall be redeemed from moneys remaining on deposit
in said escrow fund at the expiration of a specified escrow period in such manner as may be
determined by the Agency.

In the event Additional Senior Bonds are to be issued solely for the purpose of refunding and
retiring any outstanding Senior Bonds, interest and principal payments on the outstanding Senior
Bonds to be so refunded and retired from the proceeds of such Additional Senior Bonds being issued
will be excluded from the foregoing computation of Maximum Annual Debt Service.

| ssuance of Additional Subordinated Bonds

Subject to the conditions set forth in the Subordinated Indenture, the Agency may issue
additional Subordinated Bonds (“Additional Subordinated Bonds”) payable from the Subordinated
Tax Revenues and secured by a lien and charge upon the Subordinated Tax Revenues equal to the
lien and charge securing the 1999B Bonds and any other then outstanding Subordinated Bonds. See
“APPENDIX A - SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURES - Conditions
for the Issuance of Additional Subordinated Bonds.”

Among other conditions to the issuance of Additional Subordinated Bonds, the Subordinated
Tax Revenues (which for this purpose shall be deemed not to include any and all payments,
reimbursements and subventions specifically attributable to ad valorem taxes lost by reason of tax
exemptions and tax rate limitations or any taxes received as a result of an ad valorem tax rate in
excess of 1% unless such tax rate is reasonably expected, as set forth in a certificate of the Agency
and a letter from Bond Counsel filed with the Trustee, to be levied throughout the term of the
Additional Subordinated Bonds and all then outstanding Subordinated Bonds) based upon the
assessed valuation of taxable property in the Project Area as shown on the equalized assessment roll
(or, if available, the then current preliminary assessment roll provided by the Assessor of the County)
next preceding the date of the Agency’s delivery of the supplemental indenture providing for the
issuance of such Additional Subordinated Bonds shall be in an amount equal to at least 1.25 times the
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Maximum Annual Debt Service on all then outstanding Subordinated Bonds and such Additional
Subordinated Bonds and any unsubordinated loans, advances or indebtedness payable from
Subordinated Tax Revenues pursuant to the Redevelopment Law.

For purposed of the issuance of Additional Subordinated Bonds, there shall not be included
as Additional Subordinated Bonds any Subordinated Bonds the proceeds of which are deposited in
an escrow fund held by the Trustee, provided that:

Q) A certificate of the Agency is filed with the Trustee to the effect that the proceeds of
such Additional Subordinated Bonds, together with additional moneys, if any, deposited in such
escrow fund, together with earnings to be received upon the investment of such proceeds and such
moneys will be at least sufficient to pay the interest on, as it accrues and becomes due and payablein
accordance with the terms of, such Additional Subordinated Bonds;

2 The supplemental indenture authorizing the issuance of such Additional Subordinated
Bonds provides that moneys may be transferred from said escrow fund only if Subordinated Tax
Revenues (which for this purpose shal be deemed not to include any and al payments,
reimbursements and subventions specifically attributable to ad valorem taxes lost by reason of tax
exemptions (other than the “homeowner’s exemption™) or tax rate limitations) for the then current
fiscal year will be at least equal to 1.25 times Maximum Annual Debt Service on al outstanding
Subordinated Bonds (exclusive of disqualified Subordinated Bonds described in the Subordinated
Indenture), as measured without taking into account a principal amount of Subordinated Bonds
which is equal to moneys on deposit in said escrow fund after each such transfer; and

3 The supplemental indenture authorizing the issuance of such Additional Subordinated
Bonds provides that Additional Subordinated Bonds shall be redeemed from moneys remaining on
deposit in said escrow fund at the expiration of a specified escrow period in such manner as may be
determined by the Agency.

In the event Additional Subordinated Bonds are to be issued solely for the purpose of
refunding and retiring any outstanding Subordinated Bonds, interest and principal payments on the
outstanding Subordinated Bonds to be so refunded and retired from the proceeds of such Additional
Subordinated Bonds being issued will be excluded from the foregoing computation of Maximum
Annual Debt Service.

| ssuance of Subordinate Debt

From time to time the Agency may issue or incur Subordinate Debt in such principa amount
as shall be determined by the Agency, provided that the issuance of such Subordinate Debt shall not
cause the Agency to exceed any applicable Plan Limitations. See “LIMITATIONS ON TAX
INCREMENT REVENUES - Plan Limitations” and “APPENDIX A - SUMMARY OF CERTAIN
PROVISIONS OF THE INDENTURES - Definitions.”

Tax Sharing Agreements

Pursuant to Section 33401(b) of the Redevelopment Law (now repealed), a redevel opment
agency could enter into an agreement to pay tax increment revenues to any taxing agency that has
territory located within a redevelopment project in an amount which in the agency's determination is
appropriate to aleviate any financial burden or detriment caused by the redevelopment project.
These agreements normally provide for a pass-through of tax increment revenue directly to the
affected taxing agency, and, therefore, are commonly referred to as “pass-through” agreements or
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“tax sharing” agreements. AB 1290, enacted in 1993, repealed Section 33401(b) but did not affect
pass-through agreements existing as of December 31, 1993,

School District Tax Sharing Agreement. The Agency and the City have entered into a tax
sharing agreement with the Belmont School District, the Sequoia Union High School District, the
San Mateo County Community College District, and the San Mateo County Office of Education (the
“School District Tax Sharing Agreement”). Under the School District Tax Sharing Agreement, such
districts and the County Office of Education are entitled to receive a portion of the tax increment
revenues allocated to the Agency in an amount equal to 60% of “Net Revenues” (as defined in the
School District Tax Sharing Agreement. Net Revenues is generally defined under the School District
Tax Sharing Agreement to mean the tax increment revenues allocated to the Agency less the sum of
(1) amounts due to the County pursuant to the Tax Sharing Agreement (as defined below); (2) the
County’s administration fee; (3) an amount equal to 20% of the Agency’s gross tax increment
revenues less the amount due to the County pursuant to clause (1) above; (4) an agreed upon
administrative expense amount for each Fiscal Y ear; and (5) the debt service on the 1992 Bonds, the
1994 Bonds, and the City Variable Rate Note, and on any indebtedness (including the 1999A Bonds)
incurred to refinance such existing indebtedness. See “APPENDIX D - FISCAL CONSULTANT’S
REPORT - Pass Through Agreements” herein.

The Agency is authorized to incur certain indebtedness senior to the Agency’s obligations
under the School District Tax Sharing Agreement. The 1999A Bonds will constitute senior
indebtedness under the School District Tax Sharing Agreement and will have a prior lien on the tax
increment revenues payable to the school districts and the County Office of Education under such
agreement. However, the 1999B Bonds will not constitute senior indebtedness under the School
District Tax Sharing Agreement. Therefore, payments due to the school districts and the County
Office of Education under the School District Tax Sharing Agreement will be payable from tax
increment revenues prior to payments of principal of and interest on the 1999B Bonds.

Other Tax Sharing Agreements. The Agency and the City have aso entered into (i) a tax
sharing agreement with the County (the “County Tax Sharing Agreement”), which provides that the
County shall receive all of the tax increment revenues that it would otherwise have received but for
the existence of the Redevelopment Plan, and (ii) a tax sharing agreement with the San Mateo
County Mosquito Abatement District (the “Mosquito Abatement District”), which requires the
Agency to pay to the Mosquito Abatement District an amount equal to 80% of the amount of tax
increment revenue that the Mosquito Abatement District would otherwise receive in the absence of
the Redevelopment Plan. The County and the Mosquito Abatement District have subordinated their
receipt of tax increment revenues under such tax sharing agreements to the payment of the 1999A
Bonds and the 1999B Bonds. The 1999A Bonds and the 1999B Bonds will have a prior lien on the
tax increment revenues payable to the County and the Mosquito Abatement District under such tax
sharing agreements.

The above-described tax sharing agreements, including the County Tax Sharing Agreement
and the School District Tax Sharing Agreement, are collectively referred to herein as the “Tax
Sharing Agreements.”
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BOND INSURANCE

Payment Pursuant to Municipal Bond Insurance Palicy
Ambac Assurance Corporation (the “Bond Insurer”) has made a commitment to issue

separate municipal bond insurance policies (each an “lnsurance Policy”) relating to the 1999A
Bonds and the 1999B Bonds, respectively, effective as of the date of issuance of the 1999 Bonds,
Under the terms of each Insurance Palicy, the Bond Insurer will pay to the United States Trust
Company of New York, in New York, New York, or any successor thereto (the “lnsurance
Trustee™), that portion of the principal of and interest on the 1999A or 1999B Bonds, as
applicable, which shall become Due for Payment but shall be unpaid by reason of Nonpayment
by the Agency (as such terms are defined in the Insurance Policy). The Bond Insurer will
make such payments to the Insurance Trustee on the later of the date on which such principal
and interest becomes Due for Payment or within one business day following the date on which
the Bond Insurer_shall have received notice of Nonpayment from the Trustee, The insurance

will extend for theterm of the 1999A and 1999B Bonds and, once issued, cannot be canceled by
the Bond Insurer.

Each Insurance Policy will insure payment only on stated maturity dates and on
mandatory sinking fund installment dates, in the case of principal, and on stated dates for

ment, in th f_int . _If the 1999A Bon r_1999B Bon m ject t
mandatory redemption and insufficient funds are available for redemption of all outstanding
1999A Bonds or 1999B Bonds, as applicable, the Bond Insurer will remain obligated to pay
principal of and interest on outstanding 1999A Bonds or 1999B Bonds, as applicable, on the

originally scheduled interest and principal payment dates including mandatory sinking fund
redemption dates. In the event of any acceleration of the principal of the 1999A Bonds or

1999B Bonds, as applicable, the insured payments will be made at such times and in such
amounts as would have been made had there not been an acceleration.

In the event the Trustee has notice that any payment of principal of or interest on a

1999 Bond which has become Due for Payment and which is made to a Bondholder by or on

behalf of the Agency has been deemed a preferential transfer and theretofore recovered from
itsregistered owner pursuant to the United States Bankruptcy Codein accordance with afinal,

nonappealable order of a court of competent jurisdiction, such registered owner will be entitled

to payment from the Bond Insurer to the extent of such recovery if sufficient funds are not
otherwise available.

The lnsurance Policies do not insure any risk other than Nonpayment, as defined in the
Insurance Policies. Specifically, the | nsurance Policies do not cover :

1. payment on acceleration, as a result of a call for redemption (other than mandatory
sinking fund redemption), or asaresult of any other advancement of maturity.

2. payment of any redemption, prepayment or acceleration premium.

3. nonpayment of principal or interest caused by the insolvency or negligence of the
Trustee

If it becomes necessary to call upon an Insurance Policy, payment of principal reguires
surrender of the applicable 1999 Bonds to the Insurance Trustee together with an appropriate
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instrument of assignment so as to permit ownership of such 1999 Bondsto beregistered in the
name of the Bond Insurer to the extent of the payment under the Insurance Policy. Payment of

interest pursuant to an Insurance Policy requires proof of Bondholder entitlement to interest
payments and an appropriate assignment of the Bondholder’s right to payment to the Bond

Insurer.

Upon payment of the insurance benefits, the Bond Insurer will become the owner of the

1999 Bond, appurtenant coupon, if any, or right to payment of principal or interest on such
1999 Bond and will be fully subrogated to the surrendering Bondholder’s rights to payment.

In the event that the Bond Insurer were to become insolvent, any claims arising under

the Insurance Palicies would be excluded from coverage by the California Insurance Guar anty
Association, established pursuant to the laws of the State of California.

The Bond Insurer

Ambac Assurance Corporation (the “Bond Insurer”) is a Wisconsin-domiciled stock
insur rporation r lat the Offi f th mmission f | nsuran f th te of

Wisconsin and licensed to do business in 50 states, the District of Columbia, the Territory of

Guam and the Commonwealth of Puerto Rico, with admitted assets of approximately
$3,573,000,000 (unaudited) and statutory capital of approximately $2,139,000,000 (unaudited)

tutor it nsi f the Bond In
statutory contingency reserve. Standard & Poor’s Ratings Services, a Division of The

McGraw-Hill Companies, Moody’s | nvestors Service, and Fitch IBCA, Inc. have each assigned
atriple-A financial strength rating to the Bond Insurer.

The Bond Insurer has obtained a ruling from the Internal Revenue Service to the effect
that the insuring of an obligation by the Bond Insurer will not affect the treatment for federal

income tax purposes of interest on such obligation and that insurance proceeds representing
maturing interest paid by the Bond Insurer under policy provisions substantially identical to

those contained in its municipal bond insurance policy shall be treated for federal income tax
purposesin the same manner asif such payments were made by theissuer of the bonds.

The Bond Insurer makes no representation regarding the 1999 Bonds or the
advisability of investing in the 1999 Bonds and makes no representation regarding, nor has it
participated in the preparation of, the Official Statement other than the information supplied

by the Bond Insurer and presented under the heading “BOND INSURANCE.”

Available | nfor mation

The parent company of the Bond Insurer, Ambac Financial Group, Inc. (the
“Company”), is subject to the informational requirements of the Securities Exchange Act of
1934, as amended (the “Exchange Act”), and in_accordance therewith files reports, prox
statements and other information with the Securities and Exchange Commission (the
“Commission”). Such reports, proxy statements and other_information may be inspected and
copied at the public reference facilities maintained by the Commission at 450 Fifth Street,
N.W., Washington, D.C. 2 t th mmission’s region ffi t 7 World Tr
Center, New York, New York 10048 and Northwestern Atrium Center, 500 West Madison

Street, Suite 1400, Chicago, Illinois 60661. Copies of such material can be obtained from the
public r eference section of the Commission at 450 Fifth Street, N.W., Washington, D.C. 20549
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at prescribed rates. In addition, the aforementioned material may also be inspected at the
offices of the New York Stock Exchange, Inc. (the “NYSE”) at 20 Broad Street, New York,

New York 10005. The Company’s Common Stock islisted on the NY SE.

Copies of the Bond Insurer’s financial statements prepared in _accordance with
statutory accounting standards are available from the Bond Insurer. The address of the Bond
Insurer’s administrative offices and its telephone number are One State Street Plaza, 17th
Floor, New York, New York, 10004 and (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the Commission (File No. 1-10777)
areincorporated by referencein this Official Statement:

1. The Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 1998 and filed on M arch 30, 1999:;

2. The Company’s Current Report on Form 8-K dated March 24, 1999 and filed
on March 24, 1999;

3. The Company’s 1999 Proxy Statement dated March 30, 1999 and filed on
March 30, 1999:

4, The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period

ended March 31, 1999 and filed on May 12, 1999; and

5. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period
ended June 30, 1999 and filed on August 13, 1999.

All documents subsequently filed by the Company pursuant to the requirements of the
Exchange Act after the date of this Official Statement will be available for inspection in the
same manner as described abovein “Available | nformation.”

Ambac Assurance Y ear 2000 Readiness Disclosur e

The issue commonly known as the Y2K problem (“Y2K”) relates to whether computer
programs and embedded computer chips will be able to distinguish between the year 1900 and

the year 2000. In 1998, the Company commenced an initiative to assess and address any risks

posed by the Y2K problem. This initiative was a high priority undertaking and considered
crucial to the operation of the Company’s businesses. Pursuant to thisinitiative, the Company

assessed therisks to its businesses related to the functionality of its own computer systems and

those of third parties. All phases of the initiative have been completed and the Company has
substantially addressed any problems brought to light as a result of theinitiative.

The initiative was comprised of a three-phase process. Phase | was an inventory
analysis and impact assessment. Phase |l was the testing phase during which all critical

W t transactions wi run thr h criti lving vari

permutations and combinations of Y2K sensitive dates, and results were reviewed

independently by each business unit. In Phase |11, the extent of code repair was determined
and remediated. The total cost of identifying, testing and remediating its critical systems was

r oximat 1.1 million, $0.4 million of which wasincurr ring 1999.
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The Company’s principal Y2K risks include risk that the Company does not
successfully ready its operations for the next century. The Company, like other financial

institutions, is heavily dependent upon its computer systems. Y2K problemsin the Company’s
internal systems could result in an interruption in, or failure of, certain normal business

activities or operations. Such failures could adversely affect the Company’s operations.

Although findings indicate that the systems supporting the Company’s internal operations will

be compliant, management has nevertheless developed contingent procedures in the event its
critical systems should fail. These procedures have been approved by the Company’s Board of

Directorsand arein the process of being tested.

Another potential risk is the failure by an obligor of obligations insured by the Bond

Insurer and its subsidiaries to make scheduled payment of debt service due to the obligor’s
Y2K-related systems, thus triggering a claim under an insurance policy of the Bond Insurer.

In the unlikely event a claim resulting solely from a Y 2K problem occurs, the Company would
utilize its sour ces of liguidity to pay claims and hasin fact increased liquidity for such purpose.
The Company would expect full recovery of such claimswhen Y2K problems areresolved.

Additional potential risksinclude the risk of disruption of Company operations due to
oper ational failures of third parties and therisk of Y2K systems-related failure by the trustees

r in tson tr tions insur the Bond Insurer. Thislatter risk is mitigat

the fact that the Bond Insurer’s obligation to pay claims is related to the creditworthiness of
theissuer and not the trustee.

More complete year 2000 disclosure for the Company is set forth in the Company’s
Quarterly Report on Form 10-Q for the fiscal quarterly period ended June 30, 1999 and filed
with the Securities and Exchange Commission on August 13, 1999. Such information is
specifically incorporated by reference herein.

No assurance is made regarding the ultimate outcome of the Company’s plan, and
external failures (such asfailures affecting securities exchanges or funds and securities clearing
organizations) could have a material adver se impact on the operations of the Company and its
subsidiaries, including the Bond | nsurer.

BONDOWNERS’ RISKS

Investment in the 1999 Bonds involves elements of risk. The following section describes
certain specific risk factors affecting the payment and security of the 1999 Bonds. The following
discussion of risks is not meant to be an exhaustive list of the risks associated with the purchase of
the 1999 Bonds and the order of discussion of such risks does not necessarily reflect the relative
importance of the various risks. Potential investors are advised to consider the following factors
along with all other information in this Official Statement in evaluating the 1999 Bonds. There can
be no assurance that other risk factors not discussed under this caption will not become materia in
the future.

Special Obligations

The 1999 Bonds are specia obligations of the Agency, payable solely from the amounts
pledged therefor under the Indentures and as such are not a debt of the City or the State or any of its
political subdivisions other than the Agency to the limited extent set forth in the Indentures. In no
event shall the 1999 Bonds be payable out of any funds or properties other than those of the Agency
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pledged under the Indentures. The 1999 Bonds do not constitute an indebtedness in contravention of
any constitutional or statutory debt limitation or restriction. Neither the members of the Agency nor
any persons executing the 1999 Bonds are liable personally for the 1999 Bonds.

Reduction in Taxable Values

Tax increment revenues allocated to the Agency are determined by the amount of incremental
taxable value in the Project Area and the current rate or rates at which property in the Project Areais
taxed. The reduction of taxable values of property in the Project Area caused by economic factors
beyond the Agency’s control, such as a relocation out of the Project Area by one or more major
property owners, successful appeals by property owners for a reduction in property’s assessed value,
blanket reductions in assessed value due to general reductions in property values or the complete or
partia destruction of such property caused by, among other eventualities, an earthquake or other
natural disaster, could cause a reduction in tax increment revenues securing the 1999 Bonds. Such
reduction of tax increment revenues could have an adverse effect on the Agency’s ability to make
timely payments of principal of and interest on the 1999 Bonds.

Assessment Appeals

If ataxpayer disagrees with the valuation assigned by the County Assessor to its property, an
assessment appeal can be filed. Appeals filed against assessments could potentially lower taxable
values originally determined by the County Assessor, if adjudication is in favor of the property
owner. If an appea which is resolved in favor of the property owner relates to property located in
the Project Area, a reduction in the Agency’s tax increment revenues could result. For additional
information regarding appeals in the Project Area, see “FINANCIAL INFORMATION
REGARDING TAX REVENUES - Assessment Appeals.”

Reduction in Inflationary Rate

As described in greater detail below (see “LIMITATIONS ON TAX INCREMENT
REVENUES”), Article XI11A of the California Constitution provides that the full cash value base of
real property used in determining taxable value may be adjusted from year to year to reflect the
inflationary rate, not to exceed a 2% increase for any given year, or may be reduced to reflect a
reduction in the consumer price index or comparable local data. Such measure is computed on a
calendar year basis. The projection of tax increment revenues to be allocated to the Agency set forth
in the Fiscal Consultant’s Report set forth in Appendix D hereto and in the Coverage Summary table
set forth herein assume annual inflation increases of 2% per year through fiscal year 2008-09 and
1.8% per year thereafter. Annual inflation increases less than those assumed could cause actual tax
increment revenues received by the Agency to be less than the amounts set forth in Appendix D and
in the Coverage Summary table.

Changesin the Law

There can be no assurance that the California electorate will not adopt voter initiatives or that
the state legislature will not enact legislation that will amend the Redevelopment Law or other laws
or the State Constitution resulting in areduction of the Agency’s tax increment revenues.

Levy and Collection of Taxes

The Agency has no independent power to levy and collect property taxes. Any reduction in
the tax rate or the implementation of any constitutional or legislative property tax decrease could
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reduce the Agency’s tax increment revenues and, accordingly, could have an adverse impact on the
ability of the Agency to make debt service payments on the 1999 Bonds. Likewise, delinquenciesin
the payment of property taxes could have an adverse effect on the Agency’s ability to make timely
debt service payments on the 1999 Bonds. Although the County has adopted the Teeter Plan,
whereby the County allocates tax increment revenues to the Agency based on the amount of the tax
levy rather than based on the amount of tax increment actually collected, the County could
discontinue the Teeter Plan at any time.

State Budget

In connection with its approval of a budget for the 1993/94 fiscal year, the State L egislature
enacted Senate Bill 1135 which, among other things, reallocated approximately $65 million from
redevelopment agencies to school districts by shifting approximately 5.675% of each agency’s tax
increment, net of amounts due to other taxing agencies, to the Educational Revenue Augmentation
Fund (“ERAF”) to benefit school districts for the 1993/94 and 1994/95 fiscal years. The Agency met
the fiscal year 1992/93 requirements (in the amount of $319,080), and the fiscal year 1993/94
requirements (in the amount of $89,452), on a current basis. While no such ERAF contribution was
required or budgeted in subsequent fiscal years, the Agency cannot predict whether future State
Budget legidlation will further divert moneys from redevel opment agencies.

Risk of Earthquake and Other Natural Disasters

The San Francisco Bay Areais aseismically active area. There are several geologica faults
in the San Francisco Bay Area, including the San Andreas, Hayward, and Calaveras faults, that have
the potentia to cause earthquakes that could result in serious damage to buildings, roads, bridges,
and other property and infrastructure within the Project Area.

In the event of a severe earthquake, fire, flood, or other natural disaster, there may be
significant damage to property and infrastructure in the Project Areas. As a result, the property
owners may be unable or unwilling to pay the property taxes when due. In addition, the assessed
valuation of property in the Project Areas could be reduced in the aftermath of such a natural
disaster, reducing the tax increment revenues all ocated to the Agency.

L oss of Tax Exemption

In order to maintain the exclusion from gross income for federal income tax purposes of the
interest on the 1999 Bonds, the Agency has covenanted in the Indentures to comply with each
applicable requirement of Section 103 and Sections 141 through 150 of the Internal Revenue Code of
1986, as amended, relative to arbitrage and avoidance of characterization as private activity bonds,
among other things. The interest on the 1999 Bonds could become includable in gross income for
purposes of federal income taxation retroactive to the date of issuance of the 1999 Bonds as a result
of acts or omissions of the Agency in violation of covenants in the Indenture. See “TAX
MATTERS” herein.

Potential Delays Dueto Year 2000 Computer Problem

General. The inability of many computer programs to distinguish between the years 2000
and 1900 (the “Year 2000 Problem™) could disrupt the ability of the Agency, the County, and others
to provide services in general and services pertaining to the identification and payment of tax
increment revenues and/or could increase the cost of providing such services. For example, the Y ear
2000 Problem could impede or make more costly (i) the County’s collection and payment of tax
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increment revenues and the Agency’s compliance with ongoing disclosure requirements and with
restrictions applicable to investment yield and rebate; (ii) the Trustee’s maintenance of the funds and
accounts held by it under the Indentures; and (iii) DTC’s (and its Direct Participants’ and Indirect
Participants’) distributions to the Beneficial Owners of the 1999 Bonds of their respective shares of
the principal of and interest on the 1999 Bonds. The Agency believes that its computers and software
will be Year 2000 compliant by the end of 1999 and that it will be able to provide the services
described above for which it is responsible without interruption after 1999.

The following information regarding the County, the Trustee, and DTC has been provided to
the Agency by the respective parties and has not been independently verified. The Agency makes no
representation as to the accuracy or completeness of such information. The Agency makes no
representations concerning whether the County, the Trustee, DTC Participants, or DTC will be Y ear
2000 compliant.

The County. The County has indicated that its property tax systems, which will be
responsible for the billing, collection and distribution of the tax increment revenues to be allocated to
the Agency, have been successfully tested for Y ear 2000 compliance.

TheTrustee. The Trustee has established a Year 2000 compliance program consisting of,
among other things, updating major proprietary application systems and evaluating the Y ear 2000
compliance efforts of vendors of major vendor-supplied systems and certain other business partners.
The Trustee believes that its Year 2000 compliance program is currently on schedule to meet the
needs of its customers and the compliance deadlines defined by its regulators. As of December 31,
1998, testing and renovation of the proprietary application systems that the Trustee deems “mission
critical” were substantially completed and these systems are currently being used by the Trustee. In
addition, all vendor supplied software systems that the Trustee deems mission critical have been
tested and, based upon such testing, the Trustee believes that such systems will not be adversely
affected in amaterial way by the date change to the Y ear 2000.

Due to the genera uncertainty inherent in the Y ear 2000 problem, resulting in part from the
uncertainty of the Year 2000 readiness of suppliers, customers and other business partners, the
Trustee is unable to determine at this time whether the consequences of Year 2000 failures will have
a material impact on the Trustee and its ability to perform its obligations under the Indentures. The
Y ear 2000 compliance program is intended to reduce significantly the Trustee’s level of uncertainty
about the Year 2000 problem and, in particular, the Year 2000 compliance and readiness of the
Trustee and its material business partners. The Trustee believes that, with completion of its Year
2000 compliance program as scheduled, the possibility of significant interruptions of normal
operations should be reduced. However, because of the unprecedented nature of the Year 2000
problem, there can be no certainty asto itsimpact.

DTC. DTC management is aware that some computer applications, systems and the like for
processing data (“Systems”) that are dependent upon calendar dates, including dates before, on, and
after January 1, 2000, may encounter “Y ear 2000 problems.” DTC has informed its Participants and
other members of the financial community (the “Industry”) that it has developed and is implementing
a program so that its Systems, as the same relate to the timely payment of distributions (including
principal and income payments) to securityholders, book-entry deliveries, and settlement of trades
within DTC (“DTC Services’), continue to function appropriately. This program includes a
technical assessment and a remediation plan, each of which is complete. Additionally, DTC’s plan
includes atesting phase, which is expected to be completed within appropriate time frames.
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However, DTC’s ability to perform properly DTC Services is also dependent upon other
parties, including but not limited to issuers and their agents, as well as third party vendors from
whom DTC licenses software and hardware, and third party vendors on whom DTC relies for
information or the provision of services, including telecommunication and electrical utility service
providers, among others. DTC has informed the Industry that it is contacting (and will continue to
contact) third party vendors from whom DTC acquires services to: (i) impress upon them the
importance of such services being Y ear 2000 compliant; and (ii) determine the extent of their efforts
for Year 2000 remediation (and, as appropriate, testing) of their services. In addition, DTC isin the
process of developing such contingency plans as it deems appropriate.

According to DTC, the foregoing information with respect to DTC has been provided to the
Industry for informational purposes only and is not intended to serve as a representation, warranty, or
contract modification of any kind.

LIMITATIONSON TAX INCREMENT REVENUES
Property Tax Limitations- Article XI11A

On June 6, 1978, Cdlifornia voters approved an amendment (commonly known as both
Proposition 13 and the Jarvis-Gann Initiative) to the California Constitution. This amendment,
which added Article XII1A to the California Constitution, among other things, affects the valuation
of real property for the purpose of taxation in that it defines the full cash value of property to mean
“the county assessor’s valuation of real property as shown on the 1975/76 tax bill under full cash
value, or thereafter, the appraised value of rea property when purchased, newly constructed, or a
change in ownership has occurred after the 1975 assessment.” The full cash value may be adjusted
annually to reflect inflation at a rate not to exceed 2% per year, or any reduction in the consumer
price index or comparable local data, or any reduction in the event of declining property value caused
by damage, destruction or other factors.

Article XIHA further limits the amount of any ad valorem tax on real property to 1% of the
full cash value except that additional taxes may be levied to pay debt service on indebtedness
approved by the voters prior to July 1, 1978. In addition, an amendment to Article X111 was adopted
in August 1986 by initiative which exempts any bonded indebtedness approved by two-thirds of the
votes cast by voters for the acquisition or improvement of real property from the 1% limitation. On
September 22, 1978, the California Supreme Court upheld the amendment over challenges on severd
state and federal constitutional grounds (Amador Valley Joint Union School District v. State Board
of Equalization).

In the general election held November 4, 1986, voters of the State of California approved two
measures, Propositions 58 and 60, which further amend Article XIIIA. Proposition 58 amends
Article XI11A to provide that the terms “purchased” and “change of ownership,” for purposes of
determining full cash value of property under Article XII1A, do not include the purchase or transfer
of (1) real property between spouses and (2) the principal residence and the first $1,000,000 of other
property between parents and children.

Proposition 60 amends Article XI11A to permit the Legislature to allow persons over age 55
who sell their residence to buy or build another of equal or lesser value within two years in the same
county, to transfer the old residence’s assessed value to the new residence. Pursuant to
Proposition 60, the Legidature has enacted legislation permitting counties to implement the
provisions of Proposition 60.
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Article XI11A has subsequently been amended to permit reduction of the “full cash value”
base in the event of declining property values caused by damage, destruction or other factors, to
provide that there would be no increase in the “full cash value” base in the event of reconstruction of
property damaged or destroyed in a disaster, and in certain other minor or technical ways.

Challengesto Article XI11A

Cdlifornia trial and appellate courts have upheld the constitutionality of Article XIIIA’s
assessment rules in three significant cases. The United States Supreme Court in an appeal to one of
these cases upheld the constitutionality of Article XIII1A’s tax assessment system. The Agency
cannot predict whether there will be any future challenges to California’s present system of property
tax assessment and cannot evaluate the ultimate effect on the Agency’s receipt of tax increment
revenues should a future decision hold unconstitutional the method of assessing property.

Implementing L egislation

Legidation enacted by the California Legislature to implement Article XI11A (Statutes of
1978, Chapter 292, as amended) provides that, notwithstanding any other law, local agencies may not
levy any property tax, except to pay debt service on indebtedness approved by the voters prior to
July 1, 1978, and that each county will levy the maximum tax permitted by Article X1I1A, $1.00 per
$100 assessed valuation.

The apportionment of property taxes in fiscal years after 1978/79 has been revised pursuant
to Statutes of 1979, Chapter 282 which provides relief funds from State moneys beginning in fiscal
year 1978/79 and is designed to provide a permanent system for sharing State taxes and budget
surplus funds with local agencies. Under Chapter 282, cities and countries receive about one-third
more of the remaining property tax revenues collected under Proposition 13 instead of direct State
aid. School districts receive a correspondingly reduced amount of property taxes, but receive
compensation directly from the State and are given additional relief. Chapter 282 does not affect the
derivation of the base levy ($1.00 per $100 taxable valuation) and the bonded debt tax rate.

Future assessed valuation growth alowed under Article XII11A (new construction, change of
ownership, 2% annual value growth) will be allocated on the basis of “situs” among the jurisdictions
that serve the tax rate area within which the growth occurs except for certain utility property assessed
by the State Board of Equalization which is allocated by a different method discussed herein.

Proposition 87

Under prior State law, if a taxing entity increased its tax rate to obtain revenues to repay
voter approved general obligation bonds, any redevelopment project area which included property
affected by the tax rate increase would realize a proportionate increase in tax increment. Proposition
87, approved by the voters of the State on November 8, 1988, requires that al revenues produced by
atax rate increase (approved by the voters on or after January 1, 1989) go directly to the taxing entity
which increases the tax rate to repay the general obligation bonded indebtedness. As a result,
redevelopment agencies no longer receive an increase in tax increment when taxes on property in the
project area are increased to repay voter approved general obligation debt.

Property Tax Collection Procedures

Classifications. In California, property which is subject to ad valorem taxes is classified as
“secured” or “unsecured.” Secured and unsecured property are entered on separate parts of the
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assessment roll maintained by the county assessor. The secured classification includes property on
which any property tax levied by the county becomes alien on that property sufficient, in the opinion
of the county assessor, to secure payment of the taxes. Every tax which becomes a lien on secured
property has priority over al other liens on the secured property, regardless of the time of the
creation of other liens. A tax levied on unsecured property does not become a lien against the taxes
on unsecured property, but may become alien on certain other property owned by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property. The taxing authority has four ways of collecting unsecured property taxes
in the absence of timely payment by the taxpayer: (1) acivil action against the taxpayer; (2) filing a
certificate in the office of the county clerk specifying certain facts in order to obtain a judgment lien
on certain property of the taxpayer (3) filing a certificate of delinquency for record in the county
recorder’s office, in order to obtain alien on certain property of the taxpayer; and (4) seizure and sale
of the personal property, improvements or possessory interests belonging or assessed to the assessee.
The exclusive means of enforcing the payment of delinquent taxes with respect to property on the
secured roll is the sale of property securing the taxes to the State for the amount of taxes which are
delinquent.

Current tax payment practices by the County provide for payment to the Agency of tax
increment revenues (other than supplemental assessments) in December and April of each year. The
County has adopted the Teeter Plan and therefore the Agency expects to receive 100% of its annual
apportionment of tax increment allocable to the secured roll, regardless of the collection rate within
the Project Area (see “Teeter Plan” below). The County also follows a policy of crediting the
Agency with 100% of its annual apportionment of tax increment attributable to the unsecured roll.

Penalties. A 10% penalty is added to delinquent taxes which have been levied with respect
to property on the secured roll. In addition, property on the secured roll on which taxes are
delinquent is sold to the State on or about June 30 of the fiscal year. Such property may thereafter be
redeemed by payment of the delinquent taxes and a delinquency penalty, plus a redemption penalty
of 1% per month to the time of redemption. If taxes are unpaid for a period of five years or more, the
property is deeded to the State and then is subject to sale by the county tax collector. A 10% penalty
also applies to the delinquent taxes on property on the unsecured roll, and further, an additional
penalty of 1% per month accrues with respect to such taxes beginning the first day of the third month
following the delinquency date.

Delinquencies. The valuation of property is determined as of January 1 each year and equal
installments of taxes levied upon secured property become delinquent on the following December 10
and April 10. Taxes on unsecured property are due January 1 and become delinquent on the
succeeding March 31. The County has adopted the Teeter Plan and therefore the Agency expects to
receive 100% of its apportionment of tax increment allocable to the secured roll, net of delinquencies
(see “Teeter Plan” below). The County aso follows a policy of crediting the Agency with 100% of
its annual apportionment of tax increment attributable to the unsecured roll. The County retains all
penalties and interest collected in connection with delinquencies.

Supplemental Assessments. A hill enacted in 1983, SB 813 (Statutes of 1983, Chapter
498), provides for the supplemental assessment and taxation of property as of the occurrence of a
change in ownership or completion of new construction. Previously, statutes enabled the assessment
of such changes only as of the next tax lien date (March 1 was used as the lien date as of the
enactment of Chapter 498; however, as discussed below, the lien date was changed by legislation
enacted in 1995) following the change and thus delayed the realization of increased property taxes
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from the new assessments for up to 14 months. As enacted, Chapter 498 provides increased revenue
to redevelopment agencies to the extent that supplemental assessments as a result of new
construction or changes of ownership occur within the boundaries of redevelopment projects
subsequent to the lien date. To the extent such supplemental assessments occur within the Project
Area, Tax Revenues and Subordinated Tax Revenues may increase. As a result of legislation
enacted in 1995 (SB 327 and SB 722, chaptered as Chapter 499 to 497, respectively), commencing as
of January 1, 1997, the lien date for locally assessed property tax has been changed from March 1 to
January 1; the initia change was implemented by the use of January 1, 1997 in place of March 1,
1997 asthelien date. Thefirst day of January for each succeeding year shall be the lien date.

Property Tax Administrative Costs. In 1990, the Legislature enacted SB 2557 (Chapter
466, Statutes of 1990) which allows counties to charge for the cost of assessing, collecting and
allocating property tax revenues to local government jurisdictions on a prorated basis. Pursuant to
SB 2557, the County has reduced the Agency’s tax increment for its pro rate share of property tax
administration costs. The projections of tax increment revenues prepared by the Fiscal Consultant
take such administrative costs into account.

Teeter Plan. The San Mateo County Board of Supervisors on October 12, 1993, adopted the
Alternative Method of Distribution of Tax Levies and Collections and of Tax Sale Proceeds (the
“Teeter Plan”), as provided for in Section 4701 et seg. of the California Revenue and Taxation Code.
Generally, the Teeter Plan provides for a tax distribution procedure in which secured roll taxes are
distributed to taxing agencies within the County on the basis of the tax levy, rather than on the basis
of actual tax collections. The County then receives all future delinquent tax payment, penalties and
interest. Pursuant to the Teeter Plan, the County establishes a tax losses reserve fund and a tax
resources account and each entity levying or entitled to receipt of property taxes in the County may
draw on the amount of uncollected taxes and assessments credited to its fund, in the same manner as
if the amount credited had been collected.

The County is responsible for determining the amount of the tax levy on each parcel whichis
entered onto the secured real property tax roll. Upon completion of the secured real property tax roll,
the County’s Auditor-Controller determines the total amount of taxes and assessments actually
extended on the roll for each fund for which a tax levy has been included, and apportions 100% of
the tax and assessment levies to that fund’s credit. Such moneys may thereafter be drawn against by
the taxing agency in the same manner as if the amount credited had been collected. The County
determines which moneys in the county treasury (including those credited to the tax losses reserve
fund) shall be available to be drawn on to the extent of the amount of uncollected taxes credited to
each fund for which alevy has been included. When amounts are received on the secured tax roll for
the current year, or for redemption of tax-defaulted property, Teeter Plan moneys are distributed to
the apportioned tax resources funds.

California State law has authorized the Teeter Plan for over 40 years; however, until 1993, it
had been implemented in only five counties. Legislation signed by the Governor on July 19, 1993
provided a financial inducement to utilize this simplified accounting method. In connection with its
adoption of the Teeter Plan, the County was required to advance to each participating tax entity a
portion of the outstanding delinquent secured property taxes outstanding. So long as the Teeter Plan
is in place, the Agency is expected to be credited with 100% of its annual apportionment of tax
increment allocable to the secured roll, regardless of any delinquencies in payment of secured taxes.
However, the County Board of Supervisors may discontinue the Teeter Plan at any time and there is
no assurance that the Agency will continue to be credited with 100% of its annual apportionment of
tax increment in the event of such discontinuation.
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Unitary Taxation of Utility Property

AB 2890 (Statutes of 1986, Chapter 1457) provides that, commencing with fiscal year
1988/89, assessed value derived from State-assessed unitary property (consisting mostly of
operational property owned by certain railroad and utility companies) is to be allocated county-wide
as follows: (i) each tax rate area will receive the same amount from each assessed utility received in
the previous fiscal year unless the applicable county-wide values are insufficient to do so, in which
case values will be allocated to each tax rate area on a pro rata basis; and (ii) if values to be allocated
are greater than in the previous fiscal year, each tax rate area will receive a pro rata share of the
increase from each assessed utility according to a specified formula. Additionally, the lien date on
State-assessed property is changed from March 1 to January 1.

AB 454 (Statutes of 1987, Chapter 921) further modifies Chapter 1457 regarding the
distribution of tax revenues derived from property assessed by the State Board of Equalization.
Chapter 921 provides for the consolidation of all State-assessed property, except for regulated
railroad property, into a single tax rate area in each county. Chapter 921 further provides for a new
method of establishing tax rates on State-assessed property and distribution of property tax revenues
derived from State-assessed property to taxing jurisdictions within each county as follows: for
revenues generated from the 1% tax rate, each jurisdiction, including redevelopment project areas,
will receive a percentage up to 102% of its prior year State-assessed unitary revenue; and if county-
wide revenues generated for unitary property are greater than 102% of the previous year’s unitary
revenues, each jurisdiction will receive a percentage share of the excess unitary revenue generated
from the application of the debt service tax rate to county wide unitary taxable value, further, each
jurisdiction will receive a percentage share of revenue based on the jurisdiction’s annual debt service
requirements and the percentage of property taxes received by each jurisdiction from unitary
property taxes. Railroads will continue to be assessed and revenues alocated to all tax rate areas
where railroad property is sited.

The intent of Chapters 1457 and 921 is to provide redevelopment agencies with their
appropriate share of revenue generated from the property assessed by the State Board of
Equalization.

Housing Set-Aside

Chapter 1337, Statutes of 1976, added Sections 33334.2 and 33334.3 to the Redevelopment
Law requiring redevelopment agencies to set aside 20% of all tax increment revenues alocated and
paid to redevelopment agencies from redevelopment project areas adopted after December 31, 1976
in alow and moderate income housing fund to be expended for authorized low and moderate income
housing purposes (the “Housing Set-Aside Payments’). Tax Revenues and Subordinated Tax
Revenues exclude amounts payable to such fund pursuant to these provisions (except to the extent
permitted to be included pursuant to the definitions of Tax Revenues and Subordinated Tax
Revenues) and the projections of tax increment revenues are net of such amounts.

The provisions of the Redevelopment Law regarding the funding of low and moderate
income housing funds have been frequently amended since their origina adoption. In addition, the
interpretations of these laws by the California Attorney General and redevelopment agency legal
counsel throughout the State have at times been subject to variation and change. Section 33334.6 of
the Redevelopment Law provides that, under certain circumstances, redevelopment agencies may
defer, in whole or in part, Housing Set-Aside Payments. However, the projections of Tax Revenues
and Subordinated Tax Revenues assume that the Agency will not defer Housing Set-Aside Payments,
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and that amounts computed net of the Housing Set-Aside Payments will be the only revenues
available for payment on the 1999 Bonds.

Appropriations Limitations: Article XI11B of the California Constitution

On November 6, 1979, Cadlifornia voters approved Proposition 4, the so-caled Gann
Initiative, which added Article XII1B to the California Constitution. The principal effect of Article
XI1IIB isto limit the annual appropriations of the State and any city, county, school district, authority
or other political subdivision of the State to the level of appropriations for the prior fiscal year, as
adjusted for changes in the cost of living, population and services rendered by the government entity.

The Cadlifornia Legislature has added Section 33678 to the Redevelopment Law which
provides that the allocation of tax revenues to a redevelopment agency for the purpose of paying
principal of, or interest on, loans, advances, or indebtedness shall not be deemed the receipt by such
agency of proceeds of taxes levied by or on behaf of the agency within the meaning of Article
XI111B, nor shall such portion of taxes be deemed receipt of taxes by, or an appropriation subject to
the limitation of, any other public body within the meaning or for the purpose of the Constitution and
laws of the State of California, including Section 33678 of the Redevelopment Law. The
constitutionality of Section 33678 has been upheld in two California appellate court decisions, Brown
v. Community Redevelopment Agency of the City of Santa Ana and Bell Community Redevel opment
Agency v. Woosley. The plaintiff in Brown petitioned the California Supreme Court for a hearing of
this case. The California Supreme Court formally denied the petition and therefore the earlier court
decisions are now fina and binding. On the basis of these court decisions, the Agency does not
believe it is subject to Article X111B and has not adopted an appropriations limit.

Futurelnitiatives

Article XI11A, Article X111B and Proposition 62 were each adopted as measures that qualified
for the ballot pursuant to California initiative process. From time to time other initiative measures
could be adopted, further affecting Agency revenues or the Agency’s ability to expend revenues.

Certification of Agency Indebtedness

Section 33675 of the Redevelopment Law provides for the filing not later than the first day of
October of each year with the county auditor, a statement of indebtedness certified by the chief fiscal
officer of the agency for each redevelopment project which receives tax increments. The statement
of indebtedness is required to contain the date on which any bonds were delivered, the principal
amount, term, purpose and interest rate of such bonds and the outstanding balance and amount due
on such bonds. Similar information must be given for each loan, advance or indebtedness that the
agency hasincurred or entered into to be payable from tax increment.

Section 33675 also provides that the county auditor is limited in payment of tax increment to
a redevelopment agency to the amounts shown on the agency’s statement of indebtedness. The
section further provides that the statement of indebtedness is prima facie evidence of the
indebtedness of the agency, but that the county auditor may dispute the amount of indebtedness
shown on the statement in certain cases. Provision is made for time limits under which the dispute
can be made by the county auditor as well as provisions for determination by the Superior Court in a
declaratory relief action of the proper disposition of the matter. The issue in any such action will
involve only the amount of the indebtedness and not the validity of any contract or debt instrument,
or any expenditures pursuant thereto. An exception is made for payments to a trustee under a bond
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indenture, which shall not be disputed in any action under the section. The 1999 Bonds should be
entitled to the protection of that portion of the statute so that they cannot be disputed by the County
auditor.

Plan Limitations

Under the terms of the Redevelopment Plan, no more than $900,000,000 of tax increment
generated within the Project Area may be allocated to the Agency. As of June 30, 1999, the Agency
had received an aggregate of approximately $31,676,803 of tax increment revenues for the Project
Area. See “FINANCIAL INFORMATION REGARDING TAX REVENUES - Historic Tax
Revenues” herein.

The Redevelopment Plan provides that no more than $125,000,000 principal amount of
bonds to be repaid in whole or in part from tax increment shall be outstanding at any one time. Upon
the issuance of the 1999 Bonds, the Agency will have 2 $27,745,000 principal amount of outstanding
bonds to be repaid from tax increment. See “THE AGENCY - Outstanding Indebtedness of the
Agency” herein.

In accordance with the Redevelopment Reform Act of 1993 (“AB 1290”), the
Redevelopment Plan was amended by Ordinance No. 887, adopted on November 8, 1994, to
establish (i) January 1, 2004, as the deadline for the Agency to establish indebtedness,
(if) November 24, 2021, as the termination date of the effectiveness of the Redevelopment Plan, and
(iii) November 24, 2031, as the deadline for the Agency to pay indebtedness or receive tax increment
revenues. The limitations adopted pursuant to AB 1290 are subject to certain exceptions related to
housing obligations of the Agency. After the termination date of the effectiveness of the
Redevelopment Plan, the Agency shal continue to have authority to act pursuant to the
Redevelopment Plan to pay previously incurred debt and to enforce existing covenants, contracts, or
other obligations.

The time and dollar limitations described above (collectively referred to herein as the “Plan
Limitations”) can be extended only by an amendment of the Redevelopment Plan. The Agency
believes that these limitations will not impede its ability to develop the Project Area in accordance
with the Redevelopment Plan nor impair its ability in the future to repay any obligation or
indebtedness, including the 1999 Bonds, incurred by the Agency in connection with the
implementation of the Redevelopment Plan.

The Agency has covenanted under the Indentures to manage its fiscal affairs in a manner

which enables it to comply with the Plan Limitations, and not to issue any bonds, notes on other
obligations which would cause the Plan Limitations to be exceeded or violated.

THE AGENCY
Agency Members

The Belmont Redevelopment Agency was activated in 1981 by Ordinance of the City
Council pursuant to the Redevelopment Law. The five members of the City Council serve as
governing body of the Agency, and exercise al rights, powers, duties and privileges of the Agency.
The members of the governing body of the Agency are asfollows:

Term Expires Member
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November 1999 Cordlin Feierbach
November 2001 Terri Cook
November 1999 Adele Della Santina
November 2001 Eleanore Hahn
November 2001 Pamel Rianda

Agency Administration

The City is a general law city and operates according to the Council/Manager form of
government. The City Manager is appointed by the City Council to administer the City's staff and
generaly implement policies established by the City Council. Current City staff assigned to
administer the Agency are listed below, with their City title followed by their Agency title:

Susan Westman: City Manager; Executive Director of the Agency
Thomas E. Fil: Finance Director for the City; Financial Officer of the Agency
Dan Vanderpriem: Planning and Community Development Director;
Administrative Officer of the Agency

The Agency has an arrangement with the City for financial assistance and services, facilities
and personnel support. As moneys become available, the Agency reimburses the City for all such
services performed in amounts equal to a portion of the gross salary and employee fringe benefits for
certain City employees utilized by the Agency plus other miscellaneous operating and equipment
costs.

Agency Powers

All powers of the Agency are vested in its members. Pursuant to the Redevelopment Law,
the Agency is a separate public body and exercises governmental functions, including planning and
implementing redevel opment projects.

The Agency may exercise the right to issue bonds for authorized purposes and to expend
their proceeds, and the right to acquire, sell, rehabilitate, develop, administer or lease property. The
Agency may demolish buildings, clear land and cause to be constructed certain improvements,
including streets, sidewalks, and utilities, and can further prepare for use as a building site any real
property which it owns or administers.

The Agency may, from any funds made availableto it for such purposes, pay for al or part of
the value of land and the cost of buildings, facilities or other improvements to be publicly owned and
operated, provided that such improvements are of benefit to a redevelopment project and cannot be
financed by any other reasonable method. The Agency may not construct or develop buildings, with
the exception of public buildings and housing, and must sell or lease cleared property which it
acquires within a redevelopment project for redevelopment in conformity with a particular
redevelopment plan, and may further specify a period within which such redevelopment must begin
and be compl eted.

Outstanding Indebtedness of the Agency

Outstanding Bonded Indebtedness. The Agency currently has outstanding $4,210,000
aggregate principal amount of its 1992 Bonds and $6,975,000 aggregate principa amount of its 1994
Bonds. If sufficient savings exist at the time of the pricing of the 1999A Bonds, then the 1992 Bonds
and the 1994 Bonds will be advance refunded and defeased from a portion of the proceeds from the
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sale of the 1999A Bonds and certain other available moneys. Any 1992 Bonds or 1994 Bonds that
are not defeased upon the issuance of the 1999A Bonds will be payable from Tax Revenues on a
parity with the 1999A Bonds.

The Agency also has outstanding $3,010,000 aggregate principal amount of its Los Costanos
Community Development Project Area Housing Set-Aside Tax Allocation Bonds (Taxable), Series
1996 (the “1996 Bonds”). The 1996 Bonds are payable from Housing Set-Aside Payments and are
not secured by Tax Revenues or Subordinated Tax Revenues.

City Variable Rate Note. The City Variable Rate Note is currently outstanding in the
approximate amount of $2.9 million. Upon the issuance of the 1999A Bonds, a portion of the
proceeds from the sale of the 1999A Bonds will be used to pay in full the City Variable Rate Note.

Other Obligations. The City has agreed to advance funds to the Agency for administrative
and project costs incurred by the Agency, including tax rebates. The Agency is obligated to repay
such advances plus interest thereon at the same interest rate as the City earns on itsinvestments in the
California Local Agency Investment Fund. The Agency’s obligation to repay such advances from
tax increment revenues is subordinate to payment of principal of and interest on the Senior Bonds
from Tax Revenues and to payment of principal of and interest on the Subordinated Bonds from
Subordinated Tax Revenues.

Financial Statements

Included in this Official Statement as Appendix B are the audited financial statements of the
Agency for the year ended June 30, 1998, reproduced from the report thereon rendered by Maze &
Associates, independent accountants for the Agency.

THE PROJECT AREA
Redevelopment Plan

Under the Redevelopment Law, every redevelopment agency is required to adopt, by
ordinance, a redevelopment plan for each redevelopment project specifically authorized in the
adopted redevelopment plan. A redevelopment plan is a legal document, the content of which is
largely prescribed in the Redevelopment Law rather than a “plan” in the customary sense of the
word.

On November 24, 1981, the City Council adopted the Los Costanos Community
Development Plan by Ordinance No. 692. On September 10, 1991, the City Council adopted a First
Amended and Restated Los Costanos Community Development Plan by Ordinance No. 849, which
was amended by Ordinance No. 887 adopted on November 8, 1994 (as amended, the
“Redevel opment Plan”™).

The overall objective of the Redevelopment Plan is to eliminate blighted conditions in the
Project Area by undertaking al appropriate projects pursuant to the Redevelopment Law. The
general goals of the Redevel opment Plan may be summarized as follows;

1 To provide a more diversified and stable economic base for the Project Area and
community.
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2. To provide safer, more efficient, and economica movement of persons and goods
within the community, and to provide adequate parking facilities within the Project Area.

3. To conserve and improve existing public facilities and to provide new and/or
replacement facilities as needed for the full and complete development of the Project Area and
community.

4, To provide assistance to the residents of the Project Area and City in the
improvement of their homes, and to provide additional housing opportunities for all economic
segments of the Project Area, community and region.

5. To provide additional employment opportunities for residents of the Project Area and
community.
6. To create, conserve and protect those natural areas and environmental qualities that

contribute to the beauty and character of the Project Area and community.

7 To strengthen and improve the existing economic base of the City via the provision
of financial assistance.

8. To accomplish these goals with a minimum displacement of any residential
homeowner, renter or business.

Description of the Project Area

The Los Costanos Community Development Project (the “Project Area”) is located in the
City of Belmont. It consists of approximately 560 acres and extends approximately 1.5 miles
northwest to southeast on both sides of the corridor formed by the EI Camino Real (State Route 82)
and the Caltrain railroad tracks. Currently, there are close to 1,000 parcels in the Project Area under
various ownership. Approximately 493 acres of the Project Areais in the downtown commercial
section of Belmont, which centers around the intersection of El Camino Real and Ralston Avenue
west of U.S. 101 (the Bayshore Freeway). The remaining 67 acres of the Project Area lies
immediately to the east of U.S. 101, both north and south of the Marine World Parkway.

Approximately 40% of the Project Area is developed with single-family residences and
accessory structures on a variety of lot sizes ranging from 5,000 to 9,600 square feet in area
Approximately 20% of the Project Area is developed with multi-family residences, in the form of
apartments, townhouses, condominiums and duplexes, with a range of densities from seven to 30
dwelling units per acre. Approximately 30% of the Project Area is developed commercially, with a
mix of office commercial, retail commercial and service commercial land uses. Developed
commercia uses include four shopping centers along El Camino Real with a variety of tenants. The
area east of U.S. 101, including the areas known as Idand Park and Shoreway, consists of
approximately 67 acres and is zoned commercial and residential. Service commercial land uses, such
as automobile repair, are predominantly located between EI Camino Real and Old County Road,
which streets run on either side of the Caltrain railroad tracks. Parcels along the railroad tracks are
smaller in size, ranging from 2,000 to 5,000 square feet, whereas other commercially zoned and used
parcels within the Project Areainclude parcels as large as 40,000 square feet. The remaining 10% of
the Project Areais zoned as and used for industrial purposes.
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Development in the Project Area

The Redevelopment Plan provides for redevelopment within the Project Area, consisting of
the mgjor downtown and commercial areas of the City and certain residential areas of the City. A
variety of development projects have recently been completed or are currently underway within the
Project Area. In addition, the City expects that several additional developments will commence and
be completed in the next few years.

Private Development. A number of private developments have been completed in the
Project Area in the past few years. Safeway Stores completed the expansion of its existing store
(increasing its size from approximately 26,000 square feet to approximately 40,000 square feet)
located along Sixth Avenue, Waltermire Street, and Emmett Streets in October 1997 and completed
construction of an additional 8,000 square feet of new commercial shops located at 1200 El Camino
Real in the summer of 1999. A new 72-room Holiday Inn hotel located at 1650 El Camino Real,
with an assessed valuation of approximately $3.5 million, was completed in September 1998. The
Village Center Project, a 15,000 square foot commercial center located at 1000 EI Camino Rea (on
the corner of El Camino Real and Ralston Avenue) with an assessed valuation of approximately $4
million, is substantially complete, with opening anticipated for November 1999.

Severa private development projects are currently under construction in the Project Area,
including approximately 87,500 square feet of office space for the Oracle Corporation located at 401
Island Parkway (expected to have a total assessed valuation of approximately $15.9 million); a 65-
unit senior housing project located at 900 Sixth Avenue (expected to have a total assessed valuation
of approximately $74 million); and a 21-unit multifamily residentia project (Oxford Place
Subdivision) located at Oxford Way (expected to have a total assessed valuation of approximately
$4.0 million).

The private development projects discussed above have resulted in some increases in the
assessed valuation of the property in the Project Area. These development projects are projected to
add additional assessed valuation to the Project Areain fiscal year 2000-01 in the aggregate amount
of $22,437,500, as shown in the following table.

Estimated Increase in Assessed

Project Description Valuation for Fiscal Year 2000-01
Oracle Corporation Phase | (87,500 square feet; commercial) $10,937,500
Senior housing (65 units; residential) 6,000,000
Oxford Place Subdivision (21 units; residential) 3,900,000
Village Center (15,000 square feet; retail/commercial) 1,200,000
Safeway Retail Shops (8,000 square feet; retail/commercial) 400,000
Tota $22,437,500

The Agency anticipates that within the next six months construction will begin on an
expansion of Motel 6 (approximately 100-room increase) located on Shoreway Road and on an
expansion of the Oral-B/Gillette Canada building (approximately 38,765 square foot increase)
located at 600 Clipper Drive. Building permits have not yet been issued for these projects and there
can be no assurances that such projects will be completed. These anticipated development projects
are projected to add new assessed valuation to the Project Areain fiscal year 2001-02 in the amounts
of $1,800,000 and $4,845,625, respectively.
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Pursuant to an Owner Participation Agreement and Development Agreement dated
October 27, 1988 among the Agency, the City, and the Oracle Corporation, Oracle Corporation is
currently planning a Phase |l expansion consisting of approximately 235,000 square feet of office
space. The Agency anticipates that construction of the Phase |1 expansion will begin by the spring of
2001. A building permit has not yet been issued for this project and there can be no assurances that
such project will be completed. This anticipated development project is projected to add new
assessed valuation to the Project Areain fiscal year 2002-03 in the amount of $29,375,000, based on
an estimated valuation of $125 per square foot.

Public Projects. The Agency has approved a five-year capital improvement program for
public projects for the period from fiscal year 1999-2000 through fiscal year 2003-04 totaling
$1,903,000, exclusive of low and moderate income housing projects. The projects include Agency
expenditures to facilitate improvements to the downtown commercial building facades, street
maintenance and improvements, sidewalk repair and replacement, street tree replacement, and
various beautification improvements to Old County Road.

In addition to the Agency’s five-year capital improvement program, several significant public
projects are underway in the Redevelopment Project Area.

One of those projects is the City Hall Retrofit/Police Facility project. This project includes
construction of a new police facility within the existing City Hall building located at 1070 Sixth
Avenue. The City Hall Retrofit/Police Facility project also includes seismic retrofitting and
remodeling of the existing 44,000 square foot structure for a total estimated cost of $9.7 million.
Approximately 90% of the building will be used for municipal purposes with the remainder leased as
commercia office space. That portion of the facilities leased as commercial office space to private
businesses will remain on the tax roll. The Agency contribution towards this project is expected to
be approximately $2.23 million.

Another project is the $95.3 million Ralston/Harbor/Holly (RHH) Grade Separation project.
The RHH Grade Separation project is a joint managed project of the cities of Belmont and San
Carlos and involves construction of three grade separations (bridges) along the Peninsula Corridor
Joint Powers Board (Railway) right of way. Grade separations are designed to improve traffic
circulation at the intersections of EI Camino Rea at Ralston Avenue and Harbor Boulevard in the
City of Belmont and Holly Street in the City of San Carlos. The Agency used a portion of the 1994
Bond proceeds towards the RHH Grade Separation project. Additionally, the cities of Belmont and
San Carlos have obtained funding commitments from the San Mateo County Transportation
Authority in the amount of $56.4 million from Measure A sales tax proceeds and the State of
Cdlifornia in the amount of $35.3 million from various grants. The project is scheduled for
completion in the summer of 2000.

The South County Fire Protection Authority (the “Authority””) provides fire protection,
suppression, and paramedic services for the cities of Belmont and San Carlos. The Authority’s 1999-
2000 budget authorized construction of a 9,000 square foot fire station at the intersection of Granada
Street and Ralston Avenue. This $2.4 million facility is expected to be placed in service during the
winter of 2001 and will serve as the Authority’s first responder fire station. The project is funded in
its entirety by the Authority on land owned by the Belmont Fire Protection District.

The City of Belmont is participating with the City of Redwood City in construction of a
$14.9 million interchange improvement project located at the intersection of Ralston Avenue and
State Highway 101. This project includes extensive reconfiguration and expansion of the roadway

40
[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



system to improve traffic circulation into and out of the City of Belmont’s Belmont Shores and the
City Redwood City’s Redwood Shores areas. Funding for this project includes $3.8 million from the
City of Belmont, $1 million from developers and $10.1 million from the City of Redwood City. The
project is currently scheduled for completion in the summer of 2002, although it is subject to
approval by the California Department of Transportation.

FINANCIAL INFORMATION REGARDING TAX REVENUES

Historical Incremental Assessed Valuations

The base year valuation for the Project Area was established in the fiscal year ending
June 30, 1982. The following table shows historical incremental assessed valuation within the
Project Areafor the fiscal years 1982-83 through 1999-2000.

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
Historical Incremental Assessed Valuation

Changein Incremental

Fiscal Y ear Total Incremental Assessed Valuation
Ending June 30 Assessed Valuation ~ Assessed Valuation®  From Previous Y ear

1983 $157,135,342 $21,536,072 --

1984 171,237,981 35,638,711 65.48%
1985 184,060,881 48,461,611 35.98

1986 201,153,514 65,554,244 35.27

1987 234,842,064 99,242,794 51.39

1988 246,823,012 111,223,742 12.07

1989 254,810,733 119,211,463 7.18

1990 275,154,532 139,555,262 17.07

1991 313,264,539 177,665,269 27.31

1992 349,801,313 214,202,043 20.56

1993 376,194,509 240,595,239 12.32

1994 389,900,944 254,301,674 570

1995 397,847,297 262,248,027 3.12

1996 420,827,405 285,228,135 8.76

1997 441,467,705 305,868,435 7.24

1998 483,248,340 347,649,070 13.66

1999 508,606,319 373,007,049 7.29

2000 551,190,752 415,591,482 11.42

Source: County of San Mateo.

@ Total assessed valuation in excess of the Agency’s 1981-82 base year assessed valuation of $135,599,270.
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Historical Tax | ncrement Revenues

The following table shows the historical tax increment revenues derived from the Project
Areafrom fiscal year 1982-83 through fiscal year 1998-99.

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
Historical Receipt of Tax Increment Revenues

Fiscal Year Secured Unsecured Totd Change
Ending Tax Tax Tax From
June 30 Increment®  Increment @ | ncrement Prior Y ear

1983 $ 204,259 $ 19,637 $ 223,896 --
1984 345,516 25,797 371,313 65.84%
1985 421,077 49,022 470,099 26.60
1986 551,283 91,154 642,437 36.65
1987 904,962 107,082 1,012,044 57.53
1988 1,021,692 88,859 1,110,551 9.73
1989 1,120,657 95,548 1,216,205 9.51
1990 1,304,149 109,381 1,413,530 16.22
1991 1,634,338 158,628 1,792,966 26.84
1992 2,053,024 104,594 2,157,618 20.33
1993 2,323,198 121,174 2,444,372 13.29
1994 2,460,182 93,105 2,553,287 4.45
1995 2,592,841 91,614 2,684,455 5.13
1996 2,773,853 288,289 3,062,142 14.06
1997 2,930,429 179,739 3,110,168 1.56
1998 3,257,703 277,946 3,535,649 13.68
1999 3,703,754 172,317 3,876,071 9.62

Source: County of San Mateo

@ Includes unitary revenue.

@ For fiscal years prior to 1999-2000, housing set-aside amounts were cal culated by the Agency after deducting
amount waived by the Agency under the County Tax Sharing Agreement. In future years, the Agency intends
to calculate the housing set-aside amounts on total tax increment prior to deducting the County’s share.

Projected Tax Increment Revenues and Debt Service Coverage

The following table shows the projected tax increment revenues for the Project Area, annual
debt service on the 1999 Bonds, amounts available to pay debt service on the 1999 Bonds, and the
resulting projected debt service coverage for fiscal years 1999-2000 through 2028-29. For fiscal
years 1999-2000 through 2008-09, the projected tax increment revenues are summarized from the
Fiscal Consultant’s Report. See “APPENDIX D - FISCAL CONSULTANT’S REPORT.” For
fiscal years after 2008-09, the projected tax increment revenues are cal culated assuming that assessed
values will increase at the rate of 1.8% per year.
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Redevelopment Agency
L os Costanos Community Development Project Area
Debt Service Coverage Summary

Tax Tax
Increment Increment
Available Projected Available
Fiscal Projected 1999A After School to pay 1999B
Year Tax Bonds 1999A Bonds District 1999B Bonds Bonds Projected
Ending I ncrement Debt Debt TSA Debt Debt Coverageon
June 30 Revenues Servicer Service®  Payment *® Service "™ Service®  1999B Bonds

2000 $3,372,732 A A A A A A
2001 3,772,708 A A A A A A
2002 4,066,348 A A A A A A
2003 4,556,505 A A A A A A
2004 4,836,170 A A A A A A
2005 5,129,819 A A A A A A
2006 5,438,149 A A A A A A
2007 5,761,896 A A A A A A
2008 6,101,831 A A A A A A
2009 6,458,762 A A A A A A
2010 6,575,020 A A A A A A
2011 6,693,370 A A A A A A
2012 6,813,851 A A A A A A
2013 6,936,500 A A A A A A
2014 7,061,357 A A A A A A
2015 7,188,461 A A A A A A
2016 7,317,854 A A A A A A
2017 7,449,575 A A A A A A
2018 7,583,668 A A A A A A
2019 7,720,174 A A A A A A
2020 7,859,137 A A A A A A
2021 8,000,601 A A A A A A
2022 8,144,612 A A A A A A
2023 8,291,215 A A A A A A
2024 8,440,457 A A A A A A
2025 8,592,385 A A A A A A
2026 8,747,048 A A A A A A
2027 8,904,495 A A A A A A
2028 9,064,776 A A A A A A
2029 9,227,942 A A A A A A

@ Projected tax increment revenues are net of Housing Set-Aside Payments. Projections for fiscal years 1999-2000 through
2008-09 are from the Fiscal Consultant’s Report (see “APPENDIX D - FISCAL CONSULTANT’S REPORT”) and
projections for fiscal years after 2008-09 assume that assessed values will increase 1.8% per year after fiscal year 2008-09.
Equal to projected tax increment less 1999A Bonds debt service.

' Projected payments under the School District Tax Sharing Agreement for fiscal years 1999-2000 through 2008-09 are from
the Fiscal Consultant’s Report (see “APPENDIX D - FISCAL CONSULTANT’S REPORT”) and projections for fiscal years
after 2008-09 assume that assessed values will increase 1.8% per year after fiscal year 2008-09.

@ Equal to projected tax increment available after 1999A Bonds debt service less the projected payments under the School
District Tax Sharing Agreement.

(2
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Tax Rates
The following is the average secured tax rate for property located in the Project Area.

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
1999-2000 Secured Tax Rates per $100 of Taxable Valuation

Rate
Basic Tax Levy 1.0000%
City of Belmont .0013
Belmont Elementary School .0122
Sequoia High School .0107
Total 1.0242%

Source: Urban Futures Incorporated

Tax increment revenues resulting from override tax rates levied by a taxing agency for debt
service on indebtedness used for the acquisition or improvement of real property is subject to
exclusion from Agency net revenues. The Fisca Consultant has assumed a tax rate of 1.0% in its
projections of tax increment revenues. See “APPENDIX D - FISCAL CONSULTANT’S
REPORT.”

[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



Ten Largest Secured Property Assessees

The following table shows the ten largest secured property assessees in the Project Area,
based on 1998-99 assessed valuations.

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
Ten Largest Secured Property Assessees
(Based on 1998-99 assessed valuations)

1998-99 % of Total Project

Assessee Use Taxable Value Area Secured Value @
Redwood Shores Inc. Office Building $ 35,517,358 7.58%
Gillette Canadalnc. Office Building 22,432,125 4.79
Innkeepers Summerfield Gen LP  Hotel 21,983,228 4.69
Oracle Corporation Office/Vacant 11,778,257 251
McLellan Estate Co. Apartments 10,064,318 2.15
Donald & Sally Lucas @ Auto Dealership 9,086,120 1.94
Ronald Lynn Campbell TR Hotel 7,980,224 1.70
French Village LLC Apartments 7,664,358 1.64
Safeway StoresInc. Supermarket 6,815,989 1.46
Normandy Square Assoc. LLC ~ Apartments 6,789,972 _1.45

Total $140,111,949 29.91%

Source: Urban Futures Incorporated

@ The secured taxable value of the Project Area for 1998-99 was $468,392,396 (including unitary assessed values).

@ This assessee had a successful appeal of valuation for 1997-98, which reduced the taxable valuation of A.P.N. 040 360 400
from $8,745,900 to $8,250,000. There are currently no outstanding assessment appeals on file with the County for any of
the ten largest assessees.

Assessment Appeals

During the period from 1995-96 through 1998-99, property tax appeals by landowners within
the Project Area resulted in assessed valuation reductions totaling $3,273,179. In addition, there is
one pending appeal related to a property with a current assessed valuation of $337,029.

The projection of tax increment revenues to be allocated to the Agency set forth in the Fiscal
Consultant’s Report set forth in Appendix D hereto and in the Coverage Summary table set forth
herein do not include any specific adjustments for assessment appeals. Any reduction of assessed
valuations could result in areduction of the Tax Revenues and Subordinated Tax Revenues, which in
turn could impair the ability of the Agency to make payments of principal of and interest on the 1999
Bonds when due.
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The following table sets forth certain information concerning assessment appeal s with respect
to the Project Area.

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
History of Assessment Appeals

Reductionin
Fisca Year Assessed Valuation
1995-96 $1,473,124
1996-97 290,891
1997-98 495,900
1998-99 1,013,264

Source: County of San Mateo
Delinquency Rate

The following table sets forth certain information covering the delinquency rate historically
experienced asto the Project Area. See also “BONDOWNERS’ RISKS - Levy and Collection.”

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
Secured Tax Charges and Delinquencies

Secured Amt. Del. % Ddl.

Fiscal Year Tax Charge ¥ June 30 June 30

1993-94 $4,267,403.40 $ 62,176.64 1.46%
1994-95 4,489,438.36 143,646.77 3.20
1995-96 4,675,337.32 118,580.31 2.54
1996-97 5,005,001.78 76,457.39 1.53
1997-98 5,478,350.96 61,194.95 1.12

Source: County of San Mateo.
@ All taxes collected by the County within the Project Area. Includes special charges.
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Direct and Overlapping Debt

The following is a statement of direct and overlapping debt for the Project Area as of
October 1, 1999.

Belmont Redevelopment Agency
L os Costanos Community Development Project Area
Direct and Overlapping Debt

1999-2000 Assessed Valuation  $551,190,752

Base Y ear Vauation 135,599,270

Incremental Valuation $415,591,482

DIRECT DEBT: % Applicable ¥ Debt 10/1/99

1992 Subordinated Tax Allocation Bonds 100% $ 4,210,000

1994 Subordinated Tax Allocation Bonds 100 6,975,000

1996 Housing Set-Aside Tax Allocation Bonds 100 3,010,000
TOTAL DIRECT DEBT $14,195,000 @

Ratio to Incremental Valuation: 3.42%

OVERLAPPING TAX AND ASSESSMENT DEBT:

Sequoia Union High School District 2.012% $ 897,553
Belmont School District 10.047 1,183,034
City of Belmont 7.293 1,823
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT $2,082,410
OVERLAPPING GENERAL FUND OBLIGATION DEBT:
San Mateo County General Fund Obligations 0.216% $552,009
San Mateo County Board of Education Certificates of Participation 0.216 12,182
San Mateo Community College District Certificates of Participation 0.216 2,668
Belmont School District Certificates of Participation 2.862 170,718
TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT $737,577
COMBINED TOTAL OVERLAPPING DEBT $17,014,987 @

@ Based on 1998-99 Assessed Valuations.

@ Excludes tax allocation bonds to be sold.

®  Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and non-
bonded capital lease obligations.

Ratios to 1999-2000 Assessed Valuation:
Combined Total Direct and Overlapping Debt.......... 3.09%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/99: $0

Source: CaliforniaMunicipal Statistics, Inc.
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TAX MATTERS

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, San
Francisco, Cadlifornia, Bond Counsel, under existing statutes, regulations, rulings and judicial
decisions, interest on the 1999 Bonds is excluded from gross income for federal income tax purposes
and is not an item of tax preference for purposes of calculating the federal alternative minimum tax
imposed on individuals and corporations. In the further opinion of Bond Counsel, interest on the
1999 Bonds is exempt from State of California personal income tax. Bond Counsel notes that, with
respect to corporations, interest on the 1999 Bonds will be included as an adjustment in the
calculation of alternative minimum taxable income, which may affect the aternative maximum
taxable liability of such corporations.

Bond Counsel’s opinion as to the exclusion from gross income for federal income tax
purposes of interest on the 1999 Bonds is based upon certain representations of fact and certifications
made by the Agency, the initia purchaser of the 1999 Bonds and others and is subject to the
condition that the Agency complies with all requirements of the Internal Revenue Code of 1986, as
amended (the “Code”), that must be satisfied subsequent to the issuance of the 1999 Bonds to assure
that interest on the 1999 Bonds will not become includable in gross income for federal income tax
purposes. Failure to comply with such requirements of the Code might cause interest on the 1999
Bonds to be included in gross income for federal income tax purposes retroactive to the date of
issuance of the 1999 Bonds. The Agency has covenanted to comply with all such requirements.

Should the interest on the 1999 Bonds become includable in gross income for federal income
tax purposes, the 1999 Bonds are not subject to early redemption as a result of such occurrence and
will remain outstanding until maturity or until otherwise redeemed in accordance with the Indenture.

Bond Counsel’s opinion may be affected by action taken (or not taken) or events occurring
(or not occurring) after the date of the issuance of the 1999 Bonds. Bond Counsel has not undertaken
to determine, or to inform any person, whether any such action or events are taken or do occur, or
whether such actions or events may adversely affect the value or tax treatment of a 1999 Bond, and
Bond Counsel expresses no opinion with respect thereto.

Although Bond Counsel has rendered an opinion that interest on the 1999 Bonds is excluded
from gross income for federal income tax purposes provided that the Agency continues to comply
with certain requirements of the Code, the accrual or receipt of interest on the 1999 Bonds may
otherwise affect the tax liability of the recipient. The extent of these other tax consequences will
depend upon the recipient’s particular tax status and other items of income or deductions. Bond
Counsel expresses no opinion regarding any such consequences. Accordingly, al potentia
purchasers should consult their tax advisors before purchasing any of the 1999 Bonds.

FINANCIAL ADVISOR

Fieldman, Rolapp & Associates (“FRA”) has acted as financial advisor to the Agency
concerning the 1999 Bonds. As financial advisor, FRA will receive compensation contingent upon
the sale and delivery of the 1999 Bonds.
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FISCAL CONSULTANT

The Agency has retained the firm of Urban Futures Incorporated to act as fiscal consultant
(the “Fiscal Consultant) for the Agency on the Los Costanos Community Development Project
Area. Thefull text of the Fiscal Consultant’s Report is attached hereto as APPENDIX D.

UNDERWRITING

A Morgan Stanley Dean Witter (the “Original Purchaser”) has agreed to purchase the
1999A Bonds at a purchase price of $15,296,375.00 (representing the par amount of the 1999A
Bonds less an underwriter’s discount of $79,032.35 and a net original issue discount of
$114,592.65), plus accrued interest, and has agreed to purchase the 1999B Bonds at a purchase

rice of $8,615,937.50 (representing the par amount of the 1999B Bonds less an underwriter’s
discount of $51,223.85 and a net original issue discount of $57,838.65), plus accrued interest. 2
The Original Purchaser intends to offer the 1999 Bonds to the public initially at the reoffering 2
yields set forth on the inside cover page of this Official Statement, plus accrued interest® from
December 1, 1999. Such 2 reoffering yields may subsequently change without any requirement of
prior notice.

The Original Purchaser reserves the right to join with dealers and other 2 purchasers in
offering the 1999 Bonds to the public. The Original Purchaser may offer and sell 1999 Bonds to
certain dealers (including dealers depositing into investment trusts) at prices lower than the public
offering price, and such dealers may reallow any such discount on sales to other dealers.

In reoffering the 1999 Bonds to the public, the Original Purchaser may overallocate or effect
transactions which stabilize or maintain the market price for the 1999 Bonds at levels above those
which might otherwise prevail. Such stabilization, if commenced, may be discontinued at any time.

CONTINUING DISCLOSURE

The Agency will covenant in a Continuing Disclosure Agreement to provide certain financial
information and operating data relating to the Agency (the “Annual Report™) by not later than the last
day of the ninth month after the end of each fiscal year of the Agency (which fiscal year presently
ends June 30), commencing with the report for the 1998-99 fiscal year, and to provide notices of the
occurrence of certain enumerated events, if material. The Annua Report will be filed with each
Nationally Recognized Municipal Securities Information Repository and with any then existing State
Repository (collectively, the “Repositories”). Currently, there is no State Repository. The notices of
material events will be filed with the Repositories. The specific nature of the information to be
contained in the Annual Report or the notices of material events is set forth in “APPENDIX F -
FORM OF CONTINUING DISCLOSURE AGREEMENT” attached hereto. These covenants will
be made in order to assist the initial purchaser of the 1999 Bonds in complying with Securities and
Exchange Commission Rule 15¢c2-12(b)(5). The Agency has not failed to file any continuing
Disclosure Agreement or notice of material events in connection with any bonds issued by the
Agency prior to the sale and delivery of the 1999 Bonds.

RATINGS

Fitch IBCA, Inc. (“Fitch”), Moody’s Investors Service (“Moody’s”) 2, and Standard &
Poor’s Ratings Group (“S& P”) have assigned their municipal bond ratings of 2“AAA,” “Aaa,”

and 2“AAA.” respectively, to the 2 1999A Bonds and the 1999B Bonds with the understanding
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that the Insurance Policies will be issued by the Bond Insurer upon delivery of the 1999 Bonds.
Fitch and Moody’s have assigned underlying municipal bond ratings of “A” and “A2,”

respectively, to the 1999A Bonds and “A-” and “Baal,” respectively, to the 1999B Bonds. Such
ratings reflect only the views of such organizations and any desired explanation of the significance of
such ratings 2 should be obtained from Eitch, Moody’s 2, or S& P, respectively. Generally, arating
agency basesits rating on the information and materials furnished to it and on investigations, studies,
and assumptions of its own. There is no assurance that such ratings will continue for any given
period of time or that such ratings will not be revised downward or withdrawn entirely by the rating
agencies? if, in the judgment of such rating agencies, circumstances so warrant. Any such downward
revision or withdrawal of such ratings may have an adverse effect on the market price of the 1999
Bonds.

NO LITIGATION

There is no litigation pending or, to the Agency’s knowledge, threatened to restrain or enjoin
the issuance, execution or delivery of the 1999 Bonds, to contest the validity of the 1999 Bonds, the
Indenture, or any proceedings of the Agency with respect thereto. In the opinion of the Agency and
its counsel, there are no lawsuits or claims pending against the Agency which will materially affect
the Agency’s finances as to impair the ability to pay principal of an interest on the 1999 Bonds when
due.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Execution and delivery of the 1999A Bonds will be subject to the delivery by Deloitte &
Touche LLP of areport of the mathematical accuracy of certain computations, contained in schedules
provided to them by the Financial Advisor, relating to (a) the adequacy of the maturing principal
amounts of the United States government obligations held under the Escrow Agreements, interest
earned thereon and certain other uninvested cash to pay principal of and interest with respect to the
1992 Bonds and the 1994 Bonds, and (b) the computations of actuaria yields relied upon by Bond
Counsel to support its conclusion that 1999A Bonds are not arbitrage bonds within the meaning of
Section 148 of the Code.

LEGAL MATTERS

The legality of the issuance of the 1999 Bonds is subject to the approval of Stradling Y occa
Carlson & Rauth, a Professional Corporation, San Francisco, California, Bond Counsel. A copy of
its opinion will be substantially in the form set forth in APPENDIX E herein. Stradling Y occa
Carlson & Rauth, a Professional Corporation, is aso acting as Disclosure Counsel to the Agency.
Certain legal matters will be passed upon for the Agency by Goldfarb & Lipman, San Francisco,
California. Fees payable to Bond Counsel and Disclosure Counsel are contingent upon successful
sale and delivery of the 1999 Bonds.
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MISCELLANEOUS

All of the preceding summaries of the 2 |ndentures, the Redevelopment Law, other
applicable legislation, the Redevelopment Plan for the Project Area, agreements and other documents
are made subject to the provisions of such documents respectively and do not purport to be complete
statements of any or all of such provisions. Referenceis hereby made to such documents on file with
the Agency for further information in connection therewith.

Any statements made in this Official Statement involving matters of opinion or of estimates,
whether or not so expressly state, are set forth as such and not as representations of fact, and no
representation is made that any of the estimates will be realized.

The execution and delivery of this Official Statement by its Executive Director has been duly
authorized by the Agency.

BELMONT REDEVELOPMENT AGENCY

By: /sl Susan Westman
Executive Director
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APPENDIX A
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURES

[TO COME]
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APPENDIX B

AUDITED FINANCIAL STATEMENTSOF THE BELMONT REDEVELOPMENT
AGENCY FOR THE FISCAL YEAR ENDED JUNE 30, 1998
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APPENDIX C
GENERAL INFORMATION RELATING TO THE CITY OF BELMONT

Information contained in this APPENDIX C is presented as general background data. The
1999 Bonds are payable solely from the Tax Revenues and other sources as described herein. The
taxing power of the City of Belmont, the State of California, or any political subdivision thereof is
not pledged to the payment of the 1999 Bonds.

General

The City of Belmont (the “City”), located in San Mateo County, is situated approximately 25
miles south of San Francisco. The City covers about 4.3 square miles. Elevation in the City ranges
from 10 to 750 feet above sealevel.

Climate

The City enjoys mediterranean-type sun-belt weather with warm summers and mild winters.
Y ear-round temperatures average from a January minimum of 42 degrees to a July maximum of 75
degrees. The average yearly rainfall of 18 inches occurs predominantly during the winter months.
Humidity is fairly constant throughout the year at around 70%. Prevailing winds are from the
southeast averaging 8-10 miles per hour.

Municipal Gover nment

The City was incorporated as a genera law city in 1926. A Council-Manager form of
municipal government is utilized. Five council members, including the Mayor, appoint the City
Manager to administer day-to-day affairs under the policy guidelines of the City Council. As of
June 30, 1999, the City had approximately 149 full time equivalent employees. Audited 1997-98
General Fund revenues and expenditures equaled $9,719,866 million and $8,480,343 million,
respectively. Unaudited 1998-99 Genera Fund revenues and expenditures equaled $12,098,983
million and $10,084,634 million, respectively. Budgeted 1999-2000 General Fund revenues and
expenditures equal approximately $11,912,216 and $11,531,303, respectively.

Law enforcement services are provided by the Belmont Police Department.

Fire protection and rescue service is provided for Belmont and San Carlos by the South
County Fire Authority, ajoint powers authority formed by such municipalities.
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Population

The City is a community with a stable population of approximately 26,100. Population has
remained relatively constant since 1980.

City of Belmont

Population
Y ear Popul ation™
1960 14,996
1970 23,538
1980 24,505
1985 24,410
1990 24,127
1991 24,250
1992 24,550
1993 24,800
1994 25,200
1995 24,750
1996 25,000
1997 25,350
1998 25,950
1999 26,100

@ As of January 1.
Source: U.S. Census Bureau for 1960, 1970, 1980 and 1990. California State Department of Finance for other years.
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Effective Buying Income

The following table summarizes the total effective buying income and the median household
effective buying income for the County and State for the years 1994 to 1998.

EFFECTIVE BUYING INCOME
1994 through 1998
(Asof December 31)

Median

Area Total Household Income
1994  San Mateo County $ 15,458,280 $50,629
California 552,074,838 40,969
1995  San Mateo County 14,285,215 46,145
California 477,840,503 34,533
1996Y  San Mateo County 14,862,432 47,876
California 492,516,991 35,216
1997®  San Mateo County 16,207,690 50,511
California 524,439,600 36,483
1998®  San Mateo County 17,481,255 52,452
Cdlifornia 551,999,317 37,091

Source: Sales and Marketing Management Survey of Buying Power.
@ Not comparable with 1994 and 1995. Effective Buying Income is now based upon money income (which does not take
into account sale of property, taxes and socia security paid, receipt of food stamps, etc.) versus persona income.
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Employment

The City of Belmont is included in San Mateo County’s Annual Average Labor Force and
Industry Employment from the State of California Employment Development Department.
civilian labor force, employment and unemployment for San Mateo County, the State, and the United
Statesis set forth below.

1995

1996

1997

1998

1999

CIVILIAN LABOR FORCE

EMPLOYMENT AND UNEMPLOYMENT®

San Mateo County
Cdlifornia
United States

San Mateo County
Cdlifornia
United States

San Mateo County
Cdlifornia
United States

San Mateo County
Cdlifornia
United States

San Mateo County
Cdlifornia
United States

Unemployment

The

Labor Force  Employment  Unemployment Rate (%)
369,000 354,000 15,600 4.2%
15,412,200 14,202,800 1,209,400 7.8
132,304,000 124,900,000 7,404,000 5.6
376,000 363,400 12,600 34
15,511,600 14,391,500 1,120,100 7.2
133,943,000 126,768,000 7,236,000 5.4
388,700 378,300 10,400 2.7
15,941,200 14,936,900 1,004,300 6.3
136,297,000 129,558,000 6,739,000 49
396,700 387,100 9,600 24
16,329,100 15,360,600 968,500 5.9
137,673,000 131,463,000 6,210,000 45
405,000 396,700 8,300 21
16,744,100 15,913,500 830,600 5.0
139,264,000 133,411,000 5,853,000 4.2

Source: State of California Employment Development Department.
Data available as of August 1999.

@

seasonally adjusted.
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Construction Activity

Details of construction activity in the City is set forth below.

CITY OF BELMONT

BUILDING PERMIT VALUATIONS

Number of New Housing Units
VALUATIONS
Residential
Single Unit
Multiple Units
Alterations/Additions
Total Residential

Non-Residential
New Commercial
New Industrial
Other Nonresidential

Non-Residential Alterations/Additions

Total Non-Residentia
Total Valuation

(in thousands of dollars)

1995 1996 1997 1998 1999°
17 108 46 19 25
$4,0087 $21,8755  $7,4005  $45540  $5053.0

-0- -0- -0- -0- -0-
37295 3,001.3 4,049.5 5,663.9 5,060.6
$7,7382 $25776.8 $11450.2 $10217.9 $10,113.6
$ 3100  $75000  $3500.0  $ 4000  $8900.0

-0- -0- -0- -0- -0-
211.1 162.5 3318 273.0 6,350.0
2,925.2 1,389.1 1,498.7 1,240.0 3,105.0
$34464  $90515  $53305  $7,9130 $18,355.0
$11,1846 $34,8283 $16,780.7 $12,1309  $28,468.7

Source: Construction Industry Research Board.

" Dataavailable as of September, 1999.

Note: Totals may not add to sums because of independent rounding.

Commercial Activity

A five year summary of taxable transactions in the City is set forth below.

CITY OF BELMONT

VALUATION OF TAXABLE TRANSACTIONS

(in thousands of dollars)

Retail Outlets Tota All Outlets

No. of Taxable No. of Taxable
Y ear Permits Transaction Permits Transaction
1994 223 $79,403 904 $158,198
1995 205 77,040 806 181,163
1996 196 95,172 786 179,201
1997 209 134,546 781 243,642
1998 199 109,927 702 220,951

Source: State Board of Equalization.
" Data available through third quarter.
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Average Civilian Employment by Industry

The following is a summary of average employment by industry in San Mateo County from
1993 through 1997. This data does not include self-employed persons, volunteer workers, unpaid
family workers, farmers, private household workers, or persons involved in labor-management

disputes.
San Mateo County
Wage Salary Employment by Industry
Industry 1993 1994 1995 1996 1997

Agriculture 0 2,800 2,600 2,700 3,000
Mining and Construction 10,800 11,200 11,600 13,400 15,300
Manufacturing 32,800 32,300 32,600 35,300 36,300
Transportation and Public 37,700 37,500 37,700 37,600 38,600
Utilities
Wholesale Trade 20,600 20,400 20,700 20,800 21,500
Retail Trade 51,100 51,800 53,000 54,200 56,500
Finance, Insurance, Real Estate 22,200 22,200 21,200 21,600 22,600
Services 84,400 86,300 94,400 102,500 108,700
Government” 31,800 32,100 32,000 31,100 30,600

Total 291,400 293,500 303,100 316,500 330,100

Source: State of California, Employment Development Department.
" Includes all civilian government employees regardless of activity in which engaged.

Public Utilities

Water is supplied to the City by Belmont County Water District. Industrial waste and sewer
services are furnished by the South Bayside System Authority. Electricity and natural gas is
provided by Pacific Gas & Electric Company and the telephone service is supplied by Pacific Bell.

Transportation

Highways:

Rail:

Trucks;

Bus:

[Comparev.9to v.10]

The City is served by U.S. 101 and Interstate 280 for North/South traffic and is
located halfway between State Highways 92 and 84 for East/West traffic across the
bay and to the coast. Major local streets are: El Camino Real (U.S. 101), Ralston
Avenue and Alameda de las Pulgas.

The City is served by Southern Pacific main line with local spurs. Commuter train
serviceis provided by CAL TRAIN to San Francisco and San Jose from the Belmont
Depot located on El Camino Real at Ralston Avenue.

Approximately 50 common carriers serve the area including two with terminals in
San Carlos. Overnight deliveries are made to all points within 500 miles and all
Cdliforniacities.

Regional and local bus service is provided by SamTrans (San Mateo County Transit)
between San Francisco and Palo Alto. SamTrans also coordinates its service with
other regional agencies (BART, Santa Clara County Transit, etc.).
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Water: The City is 20 miles south of San Francisco port facilities, four miles north of
Redwood City port facilities and 30 miles across the bay from the Port of Oakland.

Air: San Francisco Internationa Airport is located 10 miles to the north. San Jose is 32
miles to the south and the neighboring (3 miles) San Carlos Airport is aloca general
aviation facility with a control tower and runway 2,600 feet long.

Assessed Valuations

Set forth below is a listing of the City’s assessed valuations (before redevelopment
adjustment) for fiscal years 1996-97 through 1999-2000.

City of Belmont
Assessed Valuations

June Ending Per sonal
June 30 Real Property Property Total
1997 $1,827,224,779 $46,793,626 $1,874,018,405
1998 1,933,335,022 49,659,834 1,982,994,856
1999 2,127,416,478 66,932,456 2,194,348,934
2000 2,296,128,061 59,230,677 2,355,358,738

Source: San Mateo County Assessor’s Office.
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APPENDIX D

FISCAL CONSULTANT’SREPORT
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APPENDIX E

FORMS OF BOND COUNSEL OPINIONS
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APPENDIX F
FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and
entered into by the Belmont Redevelopment Agency (the “Issuer”) and BNY Western Trust
Company, as Dissemination Agent (the “Dissemination Agent”), in connection with the issuance of
the 2 $15,490,000 Belmont Redevelopment Agency Los Costanos Community Development Project
Area Senior Tax Allocation Refunding Bonds, Series 1999A (the “1999A Bonds”) and the $8,725,000
Belmont Redevel opment Agency Los Costanos Community Development Project Area Subordinated
Tax Allocation Bonds, Series 1999B (the “1999B Bonds” and, together with the 1999A Bonds, the
“Bonds”). The 1999A Bonds are being issued pursuant to an Indenture of Trust, dated as of
August 1, 1992, as amended by a First Supplemental Indenture dated as of August 1, 1994 and a
Second Supplemental Indenture dated as of December 1, 1999 (collectively, the “Senior Indenture”).
The 1999B Bonds are being issued pursuant to an Indenture of Trust, dated as of December 1, 1999
(the “Subordinated Indenture” and, together with the Senior Indenture, the “Indentures”). The Issuer
and the Dissemination Agent covenant and agree as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the Issuer and the Dissemination Agent for the benefit of the Owners and
Beneficial Owners of the Bonds and in order to assist the Participating Underwriters in complying
with S.E.C. Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Indentures, which
apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Agreement.

“Beneficia Owner” shall mean any person which (a) has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding
Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of any
Bond for federal income tax purposes.

“Disclosure Representative” shall mean the Executive Director of the Issuer or his or her
designee, or such other officer or employee as the Issuer shall designate in writing to the
Dissemination Agent from time to time.

“Dissemination Agent” shall mean BNY Western Trust Company or any successor
Dissemination Agent designated in writing by the Issuer and which has filed with the Trustee a
written acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure
Agreement.
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“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purpose of the Rule. Currently, the following are National Repositories:

Bloomberg Municipal Repositories
P.O. Box 840

Princeton, NJ 08542-0840

(609) 279-3225

FAX (609) 279-5962

E-mail: Munis@Bloomberg.com

Standard & Poor’s J.J. Kenny Repository
55 Water Street, 45th Floor

New York, NY 10041

(212) 438-4595

FAX (212) 438-3975

DPC Datalnc.

One Executive Drive

Fort Lee, NJ 07024

(201) 346-0701

FAX (201) 947-0107

E-mail: nrmsir@dpcdata.com

Thomson NRMSIR

Attn: Municipal Disclosure

395 Hudson Street, 3" Floor

New York, NY 10014

(212) 807-5001 or (800) 689-8466
FAX (212) 989-2078

E-mail: Disclosure@tfn.com

“Owner” shall mean aregistered owner of the Bonds.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds
reguired to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and the State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” shall mean any public or private repository or entity designated by the
State of California as a state repository for the purpose of the Rule and recognized as such by the
Securities and Exchange Commission. As of the date of this Agreement, there is no State
Repository.

“Trustee” shall mean BNY Western Trust Company, in San Francisco, California, or any
successor thereto.
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SECTION 3. Provision of Annual Reports.

€)) The Issuer shall, or, upon written direction, shall cause the Dissemination Agent to,
not later than the last day of the ninth month after the end of the Issuer’s fiscal year (which fiscal
year presently ends June 30), commencing with the report for the 1998-99 fiscal year, provide to
each Repository an Annua Report which is consistent with the requirements of Section 4 of this
Disclosure Agreement. The Annual Report may be submitted as a single document or as separate
documents comprising a package, and may include by reference other information as provided in
Section 4 of this Disclosure Agreement; provided that the audited financial statements of the Issuer
may be submitted separately from and later than the balance of the Annual Report if they are not
available by the date required above for the filing of the Annual Report. The Dissemination Agent
shall have no duty to review or approve the content of the Annual Report, or any part thereof. If
Issuer’s fiscal year changes, it shall give notice of such change in the same manner as for a Listed
Event under Section 5.

(b) Not later than 15 Business Days prior to the latest date specified in subsection (a) for
providing the Annual Report to Repositories, the Issuer shall provide the Annua Report to the
Dissemination Agent. If by the latest date specified in subsection (@), the Dissemination Agent has
not received a copy of the Annual Report, the Dissemination Agent shall notify the Issuer.

(© If the Dissemination Agent is unable to verify that an Annua Report has been
provided to Repositories by the date required in subsection (@), the Dissemination Agent shall send a
notice to each Repository in substantially the form attached hereto as Exhibit A.

(d) The Dissemination Agent shall:

i) determine each year prior to the date for providing the Annua Report the
name and address of each National Repository and the State Repository, if any; and

(i) to the extent it can confirm such filing of the Annual Report, file areport with
the Trustee (if the Trustee is not the Dissemination Agent) and the Issuer certifying that the Annual
Report has been provided pursuant to this Disclosure Agreement, stating the date it was provided,
and listing al the Repositories to which it was provided.

SECTION 4. Content of Annual Reports. The Issuer’s Annual Report shall contain or
include by reference the following:

@ The audited financial statements of the Issuer for the most recently ended fiscal year,
prepared in accordance with generally accepted accounting principles applicable from time to time to
the Issuer. If the Issuer’s audited financia statements are not available by the time the Annual
Report is required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited
financial statements in a format similar to the financial statements contained in the final Official
Statement, and the audited financial statements shall be filed in the same manner as the Annual
Report when they become available.

(b) An update of the financial information and operating data relating to the Los
Costanos Community Development Project Area for the most recently ended fiscal year of the type
included in the following tables located in the Official Statement for the Bonds, as follows (to the
extent not included in the Agency’s audited financial statements);
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Q) the table on page 2 42 of the Officia Statement entitled “Historical
Incremental Assessed Valuation”;

2 the table on page 2 43 of the Official Statement entitled “Historical Receipt of
Tax Increment Revenues”; and

©)] the table on page 2 46 of the Official Statement entitled “Ten Largest Secured
Property Assessees”.

(c) Calculation of (i) the ratio of tax increment revenues available to pay debt service on
the Senior Bonds to Maximum Annual Debt Service on the Senior Bonds and (ii) the ratio of tax
increment revenues available to pay debt service on the Subordinated Bonds to Maximum Annual
Debt Service on the Subordinated Bonds, in each case using tax increment revenues for the most
recently completed fiscal year (to the extent not included in the Agency’s audited financia
statements).

(d) Information on appeals by top ten taxpayers in the Project Area, to the extent known
by the Agency after inquiry to the County of San Mateo (to the extent not included in the Agency’s
audited financial statements).

Any or al of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the Issuer or related public entities, which
have been submitted to each of the Repositories or the Securities and Exchange Commission. If the
document included by reference is afina official statement, it must be available from the Municipal
Securities Rulemaking Board. The Issuer shall clearly identify each such other document so
included by reference.

SECTION 5. Reporting of Significant Events.

@ Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Bonds, if the I ssuer
determines that such event is material:

Q) principal and interest payment delinquencies,

2 non-payment related defaults;

©)] unscheduled draws on debt service reserves reflecting financial difficulties,
4) unscheduled draws on credit enhancements reflecting financial difficulties;

(5) substitution of credit or liquidity providers, or their failure to perform;

(6) adverse tax opinions or events adversely affecting the tax-exempt status of
the Bonds,

) modifications to rights of Owners of Bonds;
(8) bond calls;

9 defeasances,
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(10) release, substitution or sale of property securing repayment of the Bonds; and
(11) rating changes.

(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the
Issuer shall as soon as possible determine if such event would be material under applicable federal
securities laws. The Dissemination Agent shall have no responsibility for such determination and
shall be entitled to conclusively rely on the Issuer’s determination.

(c) If the Issuer has determined that the occurrence of a Listed Event would be material
under applicable federal securities laws, the Issuer shall promptly notify the Dissemination Agent in
writing. Such notice shall instruct the Dissemination Agent to report the occurrence pursuant to
subsection (€).

(d) If, under subsection (b), the Issuer determines that the Listed Event would not be
material under applicable federal securities laws, the Issuer shall so notify the Dissemination Agent
in writing and instruct the Dissemination Agent not to report the occurrence pursuant to subsection

(e).

(e If the Dissemination Agent has been instructed by the Issuer to report the occurrence
of aListed Event and has received a notice of the occurrence in aformat suitable for filing with each
Repository, the Dissemination Agent shall file a notice of such occurrence with the Repositories and
the State Repository. Notwithstanding the foregoing, notice of Listed Events described in
subsections (a)(8) and (9) need not be given under this subsection any earlier than the notice (if any)
of the underlying event is given to Owners of affected Bonds pursuant to the Indenture. Notice of a
Listed Event is only required under this Section 5 following the occurrence of the Listed Event.

() The Dissemination Agent may conclusively rely on an opinion of counsel that the
Issuer’s instructions to the Dissemination Agent under this Section 5 comply with the requirements
of the Rule.

SECTION 6. Termination of Reporting Obligation. The Issuer’s and the Dissemination
Agent’s obligations under this Disclosure Agreement shall terminate upon the legal defeasance, prior
redemption or payment in full of all of the Bonds.

SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under the Disclosure Agreement, and
may discharge any such Dissemination Agent, with or without appointing a successor Dissemination
Agent. The Dissemination Agent shall not be responsible in any manner for the content of any notice
or report prepared by the Issuer pursuant to this Disclosure Agreement. The Dissemination Agent
may resign by providing 30 days written notice to the Issuer. If at any time there is no designated
Dissemination Agent appointed by the Issuer, or if the Dissemination Agent so appointed is
unwilling or unable to perform the duties of Dissemination Agent hereunder, the Issuer shall be the
Dissemination Agent and undertake or assume its obligations hereunder.

Any person succeeding to all or substantialy all of the Dissemination Agent’s corporate trust
business shall be the successor to the Dissemination Agent hereunder without the execution or filing
of any paper or any further act. The Dissemination Agent may resign its duties hereunder at any time
upon notice to the I ssuer.

[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer and the Dissemination Agent may amend this Disclosure Agreement, and any
provision of this Disclosure Agreement may be waived, provided that the following conditions are
satisfied:

@ If the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it
may only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature or status of an obligated person with
respect to the Bonds, or the type of business conducted.

(b) The undertaking, as amended or waived, would, in the opinion of nationaly
recognized bond counsel, have complied with the requirements of the Rule at the time of the original
issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as
well as any change in circumstances; and

(© The proposed amendment or waiver either (i) is approved by the Owners of the
Bonds in the same manner as provided in the Indenture for amendments to the Indenture with the
consent of Owners, or (ii) does not, in the opinion of nationally recognized bond counsel, materially
impair the interests of the Owners or Beneficial Owners of the Bonds.

(d) In the event of any amendment or waiver of a provison of this Disclosure
Agreement, the Issuer shall describe such amendment in the next Annual Report, and shall include,
as applicable, a narrative explanation of the reason for the amendment or waiver and its impact on
the type (or in the case of a change of accounting principles, on the presentation) of financial
information or operating data being presented by the Issuer. In addition, if the amendment relates to
the accounting principles to be followed in preparing financial statements, (i) notice of such change
shall be given in the same manner as for a Listed Event under Section 5(f), and (ii) the Annual
Report for the year in which the change is made should present a comparison (in narrative form and
also, if feasible, in quantitative form) between the financial statements as prepared on the basis of the
new accounting principles and those prepared on the basis of the former accounting principles. The
Dissemination Agent shall not be obligated to enter into any such amendment that modifies or
increases its respective duties or obligations hereunder. The Dissemination Agent may rely on an
opinion of counsel that the amendment or waiver complies with the requirements of the Rule.

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the Issuer from disseminating any other information, using the means of
dissemination set forth in this Disclosure Agreement or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event, in
addition to that which is required by this Disclosure Agreement. If the Issuer chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which
is specifically required by this Disclosure Agreement, the Issuer shall have no obligation under this
Agreement to update such information or include it in any future Annual Report or notice if
occurrence of a Listed Event.

SECTION 10. Default. In the event of afailure of the Issuer or the Dissemination Agent to
comply with any provision of this Disclosure Agreement, the Trustee at the written request of any
Participating Underwriter or the Owners of at least 25% aggregate principal amount of Outstanding
Bonds, shall, but only to the extent it has been indemnified to its satisfaction from any cogt, liability
or expense whatsoever, including, without limitation, fees and expenses of its attorneys, or any
Owner or Beneficid Owner of the Bonds may take such actions as may be necessary and
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appropriate, including seeking mandate or specific performance by court order, to cause the Issuer or
Dissemination Agent, as the case may be, to comply with its obligations under this Disclosure
Agreement. A default under this Disclosure Agreement shall not be deemed an Event of Default
under the Indenture and the sole remedy under this Disclosure Agreement in the event of any failure
of the Issuer or the Dissemination Agent to comply with this Disclosure Agreement shall be an action
to compel performance.

SECTION 11. Duties, Immunities and Liabilities of Trustee and Dissemination Agent. All
of the immunities, indemnities, and exceptions from liability in Article VI of the Indentures insofar
as they relate to the Trustee shall apply to the Dissemination Agent in this Disclosure Agreement.
The Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Agreement, and the Issuer agrees to indemnify and save the Dissemination Agent, and Trustee, their
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it
may incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent’s or Trustee’s negligence or willful
misconduct. The Dissemination Agent may rely on and shall be protected in acting or refraining
from acting upon any direction from the Issuer or an opinion of nationally recognized bond counsel.
The Dissemination Agent shall be paid compensation by the Issuer for its services provided
hereunder in accordance with its schedule of fees as agreed to between the Dissemination Agent and
the Issuer from time-to-time and all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties of hereunder. The Dissemination Agent and
Trustee shall have no duty or obligation to review any information provided to them by the Issuer
hereunder and shall not be deemed to be acting in any fiduciary capacity for the Issuer, the Owners,
or Beneficial Owners or any other party. The obligations of the Issuer under this Section shall
survive resignation or removal of the Dissemination Agent and payment of the Bonds. No person
shall have any right to commence any action against the Dissemination Agent seeking any remedy
other than to compel specific performance of this Agreement. The Dissemination Agent shall not be
liable under any circumstances for monetary damages to any person for any breach of this
Agreement.

SECTION 12. Notices. Notices should be sent in writing to the following addresses. The
following information may be conclusively relied upon until changed in writing.

Disclosure Representative: Belmont Redevelopment Agency
1070 Sixth Avenue, Suite 301
Belmont, California 94002
Attention: Executive Director

Dissemination Agent: BNY Western Trust Company
550 Kearny Street, Suite 600
San Francisco, CA 94108

[Comparev.9to v.10]
DOCSSF\18958VRED\24223.0001



SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of
the Issuer, the Trustee, the Dissemination Agent, the Participating Underwriters and Owners and
Beneficial Owners from time to time of the Bonds, and shall create no rights in any other person or
entity.

Dated: [Closing Date]

BELMONT REDEVELOPMENT AGENCY

By:

Executive Director

BNY WESTERN TRUST COMPANY

By:

Authorized Officer
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT
Name of Issuer: Belmont Redevel opment Agency

Name of Bond Issue: Los Costanos Community Development Project Area Senior Tax
Allocation Refunding Bonds, Series 1999A and Los Costanos
Community Development Project Area Subordinated Tax Allocation
Bonds, Series 1999B.

Date of Issuance: [Closing Date]

NOTICE ISHEREBY GIVEN that the Belmont Redevelopment Agency has not provided an
Annual Report with respect to the above-named Bonds as required by the Indentures of Trust, each
dated as of December 1, 1999. [The Issuer anticipates that the Annual Report will be filed by

]

Dated:

[ 1, on behaf of
|ISSUER

By:

Its:
cc. lssuer
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APPENDIX G
BOOK-ENTRY ONLY SYSTEM

The Depository Trust Company, New York, NY (“DTC”) will act as securities depository for
the 1999 Bonds. The 1999 Bonds will be issued as fully-registered securities, without coupons,
registered in the name of Cede & Co. (DTC’s partnership nominee). One fully-registered bond
certificate will be issued for each annual maturity of the 1999 Bonds, each in the aggregate principal
amount of such annual maturity, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New Y ork Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New Y ork Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds securities that its participants (“Participants”) deposit with DTC.
DTC daso facilitates the settlement among Participants of securities transactions, such as transfers
and pledges, in deposited securities through electronic computerized book-entry changes in
Participants’ accounts, thereby eliminating the need for physical movement of securities certificates.
Direct Participants include securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations (“Direct Participants”). DTC is owned by a number of
its Direct Participants and by the New York Stock Exchange, Inc., the American Stock Exchange,
Inc., and the National Association of Securities Dealers, Inc. Access to the DTC system is also
available to others such as securities brokers and dealers, banks, and trust companies that clear
through or maintain a custodia relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants”). The Rules applicable to DTC and its Participants are on file with the
Securities and Exchange Commission.

Purchases of the 1999 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 1999 Bonds on DTC’s records. The ownership
interest of each actual purchaser of each 1999 Bond (“Beneficial Owner”) isin turn to be recorded on
the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the 1999 Bonds are to be accomplished by entries
made on the books of Participants acting on behalf of the Beneficial Owner(s). Beneficial Owner(s)
will not receive certificates representing their ownership interests in the 1999 Bond, except in the
event that use of the book-entry system for the 1999 Bonds is discontinued.

To facilitate subsequent transfers, all 1999 Bonds deposited by participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of 1999 Bonds with
DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the 1999 Bonds; DTC’s records reflect
only identity of the Direct Participants to whose accounts such 1999 Bonds are credited, which may
or may not be the Beneficial Owners. The Participants will remain responsible for keeping account
of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
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Owners will be governed by arrangements among them, subject to any statutory or regulatory
reguirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. if less than al of the 1999 Bonds within an
issue are being redeemed. DTC’s practice is to determine, by lot, the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC or Cede & Co. will consent or vote with respect to the 1999 Bonds. Under its
procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the 1999 Bonds are credited on the record date (identified in alisting attached-to the
Omnibus Proxy).

Principal and interest payments on the 1999 Bonds will be made to DTC. DTC’s practiceis
to credit Direct Participant’s accounts on the payable date in accordance with their respective
holdings shown on DTC’s records, unless DTC has reason to believe that it will not receive payment
on the payable date. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers
in bearer form or registered in “street name,” and will be the responsibility of such Participant and
not of DTC, the Trustee, or the Agency, subject to any statutory or regulatory requirements as may
be in effect from time to time. Payment of principal and interest to DTC is the responsibility of the
Agency or the Trustee; disbursements of such payments to Direct Participants shall be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be the
responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the 1999
Bonds at any time by giving reasonable notice to the Agency. Under such circumstances, in the
event that a successor securities depository is not obtained, Bond certificates are required to be
printed and delivered and the registration and transfer provisions of the Indenture described under the
section entitled “THE 1999 Bonds - Registration, Transfer and Exchange” will apply.

The Agency may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Bond certificates will be printed and
delivered and the registration and transfer provisions of the Indenture described under the section
entitled “THE 1999 BONDS - Registration, Transfer and Exchange” will apply.

The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the Agency believes to be reliable, but the Agency takes no responsibility
for the accuracy thereof. Accordingly, no representations can be made concerning these matters and
neither the Participants nor the Beneficial Owners should rely on the foregoing information with
respect to such matters, but should instead confirm the same with DTC or the Participants, as the case
may be.
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